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Dear Ms. Hill:

Methodist Healthcare, centered in Shelby County, is one of Tennessee's largest
healthcare providers. Methodist Healthcare’s principal acute care subsidiary
organization is Methodist Healthcare--Memphis Hospitals that owns and operates
five Shelby County hospitals, including Methodist South, the applicant for this
notice. Methodist South Hospital is the acute care hospital centered in the
Whitehaven community in South Memphis. Methodist South is filing a Certificate
of Need for the renovation and expansion of the Emergency Department on the
hospital campus.

Enclosed in triplicate are the CON application for the project, the affidavit with
original signature, and the check for the filing fee. The Publication of Intent for
this project was filed in the Commercial Appeal on March 10, 2015. Please let
us know if you have any questions or need additional information.

Sincerely,

Cone) W MCL&H/’

Carol Weidenhoffer
Senior Director of Planning, Research & Development

Cc: Bryon Trauger

1407 Union Avenue, Suite 300 ¢ Memphis, Tennessee 38104 « www.methodisthealth.org



METHODIST HEALTHCARE—
MEMPHIS HOSPITALS

METHODIST SOUTH HOSPITAL

CERTIFICATE OF NEED APPLICATION
TO RENOVATE AND EXPAND THE
EMERGENCY DEPARTMENT
MEMPHIS, SHELBY COUNTY

Filed March 2015



Name of Facility, Agency, or Institution

Methodist Healthcare-Memphis Hospitals d/b/a Methodist South Hospital

Name

1300 Wesley Drive Shelby
Address County
Memphis TN 38116
City State Zip Code

Contact Person Available for Responses to Questions

Senior Director of Planning,

Carol Weidenhoffer Research and Development
Name Title

Methodist Le Bonheur Healthcare Carol.Weidenhoffer@mlh.org
Company Name E-mail address

1407 Union Avenue, Suite 300 Memphis TN 38104
Street or Route City State Zip Code
Employee 901-516-0679 901-516-0621

Association with Owner Phone Number Fax Number

Owner of the Facility, Agency or Institution See Attachment A:3

Methodist Healthcare — Memphis Hospitals 901-516-0791

Name Phone Number
1211 Union Avenue, Suite 700 Shelby

Street or Route County
Memphis TN 38104

City State Zip Code

Type of Ownership of Control (Check One) See Attachment A:4

A. Sole Proprietorship F. Governmental (State of TN
B.  Partnership or Political Subdivision)

C. Limited Partnership G. Joint Venture

D. Corporation (For Profit) H. Limited Liability Company
E. Corporation (Not-for-Profit) X I.  Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
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Name of Management/Operating Entity (If Applicable)

Not Annlicable

Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution See Attachment A:6

A. Ownership X D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Lease of Years

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Type of Institution (Check as appropriate—more than one response may apply)

A. Hospital (Specify) Acute X I. Nursing Home
B. Ambulatory Surgical Treatment Center J. Outpatient Diagnostic Center —
" (ASTC), Multi-Specialty K. Recuperation Center
C. ASTC, Single Specialty L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
B Hospice N. Non-Residential Methadone Facility
F. Mental Health Hospital O. Birthing Center
G. . . . P. Other Outpatient Facility
Mental Health Residential Treatment Facility .
(Specify)
H. Mental Retardation Institutional
Habilitation Facility (ICF/MR) Q. Other Specify
Purpose of Review (Check as appropriate—more than one response may apply)
A.  New Institution G. Change in Bed Complement
B. Replacement/Existing Facﬂlty [P]ease note the type of change
C. Modification/Existing Facility X by underlining the appropriate
D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation]
(Specify) H. Change of Location S
E. Discontinuance of OB Services I. Other (Specify)

F. Acquisition of Equipment




Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.

o
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Current

Medical 120

Beds Staffed
Licensed *CON Beds

108

Beds
Proposed

TOTAL
Beds at

Completion

120

Surgical

Long-Term Care Hospital

Obstetrical 14

14

14

ICU/CCU 16

16

16

Neonatal 6

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric

Rehabilitation

Nursing Facility (non-Medicaid Certified)

Nursing Facility Level 1 (Medicaid only)

Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR

Adult Chemical Dependency

Child and Adolescent Chemical Dependency

Swing Beds

Mental Health Residential Treatment

Residential Hospice

TOTAL 156

144

156

*CON-Beds approved but not yet in service

10.

Medicare Provider Number 44-0049

Certification Type Acute Care Facility

11.

Medicaid Provider Number 44-0049

Certification Type Acute Care Facility




12.

13.

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

The applicant, Methodist Healthcare-Memphis Hospitals, is a healthcare provider that operates five Shelby
County hospitals under a single license. The system is certified for both Medicare and TennCare/Medicaid; and
the system’s acute care provider numbers cover all five hospitals--including Methodist South Hospital, which this
application addresses.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations

(MCO’s/BHO’s) operating in the proposed service area. Will this project involve the treatment of
TennCare participants? If the response to this item is yes, please identify all MCO’s/BHO’s with which
the applicant has contracted or plans to contract. Discuss any out-of-network relationships in place with
MCO’s/BHO’s in the area.

The Tennessee MCO’s/BHQO’s operating in the project service area are United Healthcare offering United
Healthcare Community Plan and Dual Complete (a Special Needs Plan), Blue Cross Blue Shield offering Blue
Care and TennCare Select, and Wellpoint offering Amerigroup Community Care plan. The secondary service
area for this project also includes DeSoto County, Mississippi, where Medicaid is available.

All of Methodist Healthcare’s hospitals treat TennCare participants under the system’s TennCare contracts.
Methodist Healthcare—Memphis Hospitals contracts with United Healthcare, Blue Cross Blue Shield, Wellpoint,
and Medicaid providers in adjoining States.

NOTE:

Section B is intended to give the applicant an opportunity to describe the project and to discuss the
need that the applicant sees for the project. Section C addresses how the project relates to the
Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria should not
take place in this section unless otherwise specified.




SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly and
in the correct sequence. In answering, please type the question and the response. All exhibits and tables
must be attached to the end of the application in correct sequence identifying the questions(s) to which
they refer. If a particular question does not apply to your project, indicate “Not Applicable (NA)” after
that question.

I. Provide a brief executive summary of the project not to exceed two pages. Topics to be included in the
executive summary are a brief description of proposed services and equipment, ownership structure,
service area, need, existing resources, project cost, funding, financial feasibility and staffing.

Proposed Services and Equipment

* This project is for the renovation and expansion of the Emergency Department (ED) at the Methodist
South Hospital. The new ED will essentially become a new "front door" to the hospital.

= The existing ED was built over forty year ago for approximately 35,000 annual visits. As volumes grew
to exceed this capacity, the fast track area was created for less acute volumes. Yet, space constraints
mandated that the non-acute area (or fast track) occupy incongruent clinical space in the connected
Medical Office Building (MOB) — almost a football field’s length away from the main ED.

=  An overarching goal of the project is to create a larger contiguous footprint for emergency services at the
hospital. New construction will reposition the existing fast track currently located in the MOB and move
it adjacent to the main ED. Methodist will construct 12,724 SF in a new addition and renovate 9,902 SF
within the existing ED. The existing 3,800 SF fast track is discrete space in the MOB and is not part of
this project.

»  The total number of beds will not increase and will remain at a total of thirty-seven beds in the ED. Yet,
the size, layout and set-up in the rooms will notably improve with this project. The existing design
includes twenty-one non-private cubicles — fourteen in fast track and seven in the main ED. All rooms in
the proposed plans will be private rooms.

= Similar to recent construction projects led by Methodist, the facility will be designed as a green building
and upon completion the team will pursue Leadership in Energy and Environmental Design (LEED)
certification by the U.S. Green Building Council. The design proposal seeks to reduce operating costs by
using less energy and water as well as reduce the impacts on the environment.

Ownership Structure

= The applicant, Methodist Healthcare-Memphis Hospitals (Methodist), is a not-for-profit corporation that
operates five Shelby County hospitals under a single license. The applicant is a wholly-owned subsidiary
of a broader parent organization, Methodist Healthcare, which is a not-for-profit corporation with
ownership and operating interests in healthcare facilities in West Tennessee and North Mississippi.
Attachment A:4 contains an organization chart, and information on the facilities owned in whole or in part
by Methodist Healthcare.

Service Area

*= The project service area consists of Shelby County in Tennessee as the primary service area and DeSoto
County in Mississippi as the secondary service area. There is no change to the service area with this
project.

Need

= Methodist South is a community hospital, located in the Whitehaven neighborhood in South Memphis.
The hospital is an anchoring organization to the Whitehaven community and has been serving the needs
of South Memphis for the past forty years while continuously repositioning to address emerging needs.
This project furthers those efforts by expanding capacity to improve access to patient and family centered
care. Methodist South is a leader in supporting the local community’s development and providing vital
healthcare needs for the most vulnerable in the market.

= ED visits have increased significantly over recent years. In 2013, more than 62,000 patients visited
South’s ED, compared to approximately 34,000 in 2006, an eighty-one percent increase. This intense
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volume growth driven by inadequate primary care providers in the community and healthcare reform has
placed greater demands on the department for improved efficiencies while maintaining high quality
standards. This, coupled with insufficient space, has created barriers to efficiency and patient-
centeredness.

= The increased levels of visits have exacerbated several issues in the current ED which create barriers for
workflow and turnaround times. Space is constrained, visibility is limited with disconnected work areas
and design does not provide good pathways for patients. The new design proposes to eliminate patient
flow issues by making the space contiguous.

= While volumes increased, patient expectations of care have also increased. Patient experience survey
results indicate a need for improved privacy, while our patient and family partners have expressed similar
concerns. The new design will promote more patient and family centered care by making all rooms
private and larger so family members can be present and be better engaged. Private rooms will also
improve infection control while simultaneously creating a quieter and higher-quality healing environment
for patients and families.

*  Methodist South cares for a disproportionate share of the Mid-South's most vulnerable populations. The
benefits of added efficiency and especially patient-centeredness will be particularly helpful to current and
future population health management efforts in the community. Through initiatives like Methodist
Healthcare’s Wellness Wednesdays and Familiar Faces these patients will be navigated to the resources
they need.

= The new ED is a long-term solution for the community and area patients.

Existing Resources

= In Shelby County, Tennessee the primary service area, there are ten adult EDs and one pediatric ED. In
2013, the adult facilities treated over 489,745 patients per year, up almost 4% from volumes in 2012 of
472,557.

Project Cost, Funding. Feasibility

» The project cost of $8,741,872 will be funded in cash by the applicant’s parent, Methodist Healthcare.
Methodist Healthcare is, and will remain, financially viable.

Staffing

» The project will allow Methodist to reduce four FTEs either through attrition or redeployment within the
larger health system with new design plan.



II. Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major medical
equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major operational areas,

room configuration, ete.

1. Overview of the Project
This project is for the renovation and expansion of the ED at the Methodist South Hospital. The new ED
will essentially become a new "front door" to the hospital. Methodist will construct 12,724 SF in a new
addition and renovate 9,902 SF within the existing ED for an expanded ED totaling over 22,600 SF with
this proposed project.

An overarching goal of the project is to create a larger contiguous footprint for emergency services at the
hospital. New construction will reposition the existing fast track currently located in the MOB and move it
adjacent to the main ED. The existing main ED was built over forty year ago for approximately 35,000
annual visits. As volumes grew to over 60,000, the fast track area was created to accommodate the less
acute volumes. Yet, space constraints mandated that the fast track occupy incongruent clinical space in the
connected MOB — almost a football field’s length away from the main ED. It is imperative for future
service needs to overcome current space constraints and construct the new addition to conjoin the acute and
fast track areas. The existing 3,800 SF fast track is discrete space in the MOB as noted and is not part of this
project. The determination on how to re-use that space will occur at a later time.

All renovation and construction included in this proposal are on the ground floor on the northwest side of
the hospital which borders the parking lot at the corner of Wesley Drive and Pace Street. As part of this
project, a new heliport will be built in the northwest corner of this parking lot with a covered walkway to
the ambulance vestibule. See Attachments B:III (A) for the Plot Plan and note the location of the new
addition, MOB, and heliport for more clarity.

If granted CON approval, the renovated ED will be constructed and scheduled to open by October 2016.
The projections in this application use calendar years 2017 and 2018 as the project’s first two full years of
operation.

2. Detailed Description of the Project

The project will not change the number of ED beds. There are currently thirty-seven (twenty-two acute and
fifteen fast track) beds in the ED. Upon project completion, there will be a total of fifteen exam rooms in
the main ED (three of which are specialty rooms which are detailed below). In addition, there will be three
chest pain center and two trauma/resuscitation rooms in the main ED for a cumulative total of twenty exam
rooms in main ED. The non-acute area will include ten fast track rooms and five clinical decision unit
rooms for a cumulative total of fifteen exam rooms in the non-acute space. Finally, two of the four triage
rooms are fully equipped to function as exam rooms if demand dictates. Thus, the number of rooms remains
constant at thirty-seven.

The three specialty rooms include improved functionality for specialized cases, yet they will be set up to
“swing” to a standard acute exam room when the specialty functionality is not needed. 1) The infectious
disease room is located next to the ambulance vestibule and has an anteroom (smaller room for waiting area
or prep room) and a toilet in the room in order to contain infectious diseases and control the patient’s
contact with other areas. 2) The bariatric room is larger than the normal exam room to accommodate the
equipment and fixtures required for obese patients. 3) The behavioral health room contains steel walls that
can be shuttered to close off access to gases and other equipment in the room.

In addition to the specialty rooms, there is a new decontamination area which is not counted as an exam
room but provides a dedicate space in the event of a hazardous material or contamination event. The
decontamination area is adjacent to the ambulance vestibule for immediate access and will be equipped to
ensure proper protocols.
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Although the total number of ED beds will not increase with the proposed project, the size, layout and set-
up in the rooms will notably improve. The current design includes twenty-one non-private cubicles -
fourteen in fast track and seven in the main ED. All rooms in the proposed plans will be private rooms
improving patient privacy and infection control while simultaneously creating a quieter and higher-quality
healing environment for patients and families. The larger private rooms will increase treatment space and
room for family, caregivers, and providers. The existing ED has approximately 370 DGSF/bed (department
gross square feet per bed) (13,702/37 beds) while the new design will provide approximately 610 DGSF/bed
(22,626/37 beds). This is a significant improvement while still conservative expansion which will meet the
Methodist South’s community urgent and emergent healthcare needs

Another notable improvement which will increase capacity is the proposed results waiting room. The
Methodist plans introduce this model for patients essentially ready for discharge yet waiting for lab or
diagnostic test results. The room will be staffed as part of the clinical area and not part of the
general waiting room. The room will be equipped with recliners and seating for patients and
families. This space will increase capacity as patients will be routed here to free-up the exam room
for incoming patients and improve turnaround times.

The rooms are also designed with improved and more adaptable storage solutions. Instead of the
standard stationary cabinets, the department will equip each exam room with a moveable cart
which can be repositioned in the room as needed or removed from the room entirely in the event a
patient codes and there is a need for additional staff in the room to revive the patient. The
proposed storage solution adds flexibility and functionality.

Patient flow will be more seamless and efficient with the proposed design.

ARRIVAL: An expanded circle drive off Wesley Drive will improve access for patients, families, and
ambulances to the ED and the main hospital. There will be a new covered drop-off for walk in patients as
well as a new ambulance entrance near the triage area for less acute patients arriving by ambulance. The
entrance consists of an expanded waiting room and registration.

TRIAGE AND TREATMENT: The triage area is adjacent to the waiting room. Two of the four triage
rooms will be equipped to double as exam rooms as needed or patients will be immediately assessed and
routed to the adjoining clinical areas based on acuity levels: the fast track rooms are located closest to the
triage area for lower acuity illnesses so they can we treated and released, and the acute rooms are located
closer to the inpatient floors. The higher acuity rooms and specialty rooms are in a separate work area and
encircle the nurses station and physician work area for efficient workflow and collaboration amongst
providers. Higher acuity patients arriving by ambulance will enter through the ambulance vestibule closest
the acute care exam rooms and specialty rooms for immediate access.

DISCHARGE: Patients ready for discharge or waiting for results will flow back towards the entrance into
the results waiting room or patient check out areas. Patients requiring extended observation will be
transported to the clinical decision unit, and patients in need of inpatient care will be transferred to a floor.

Similar to all recent construction projects led by Methodist, the facility will be designed as a green building
and upon completion the team will pursue LEED certification by the U.S. Green Building Council. The

design proposal seeks to reduce operating costs by using less energy and water as well as reduce the impacts
on the environment.

See Attachments B:III (A) and B:IV for the Plot Plan and Floor Plan.

Project Costs and Funding Sources

The total cost of the project for CON purposes is $8,741,872 with construction costs of $4,728,050 (or $209
PSF) excluding site prep and construction contingency. The project costs will be funded by cash
contributions from Methodist Healthcare, the parent company of the applicant.
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Applicants with hospital projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and Cost per Square
Footage Chart. Utilizing the attached Chart, applicants with hospital projects should complete Parts
A.-E. by identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with current square
footage, where, if any, the unit/service will relocate temporarily during construction and renovation,
and then the location of the unit/service with proposed square footage. The total cost per square foot
should provide a breakout between new construction and renovation cost per square foot. Other
facility projects need only complete Parts B.-E. Please also discuss and justify the cost per square
foot for this project.

Please also discuss and justify the cost per square foot for this project.

The costs of the project are reasonable and comparable to similar renovations done throughout Methodist
Healthcare and Memphis market over the last few years and on recently approved CONs. See the cost per
square foot comparison below.

COST PER SQUARE FOOT COMPARISON WITH APPROVED PROJECTS

Date Cost per
CON Name Filed | Square Foot
Methodist University PET Nov-11 | § 244
Renovation & Relocation
Methodist Memphis Hospital Nov-13 | § 145
Establish West Cancer Center
Le Bonheur Children’s Hospital Nov-13 | § 152
Establish Pediatric Outpatient Center
Campbell Clinic Aug-12 | § 244
Surgery Center Construction & Renovation
The Regional Medical Center — The Med Aug-12 | § 225
Hospital Construction & Renovation
Baptist Memorial Women’s Hospital Dec-12 | § 238
ED Construction & Renovation

If the project involves none of the above, describe the development of the proposal.

Not Applicable.

. Identify the number and type of beds increased, decreased, converted, relocated, designated, and/or
redistributed by this application. Describe the reasons for change in bed allocations and describe the
impact the bed change will have on the existing services.

Not Applicable.
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C.

XA RN =

D.

As the applicant, describe your need to provide the following health care services (if applicable to this
application): Not Applicable

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services

Extracorporeal Lithotripsy

Home Health Services

Hospice Services

. Residential Hospice

. ICF/MR Services

. Long-term Care Services

. Magnetic Resonance Imaging (MRI)

Mental Health Residential Treatment

. Neonatal Intensive Care Unit
. Non-Residential Methadone Treatment Centers

Open Heart Surgery

. Positron Emission Tomography

Radiation Therapy/Linear Accelerator

. Rehabilitation Services
. Swing Beds

Describe the need to change location or replace an existing facility.

Not Applicable. This is a renovation project.

Describe the acquisition of any item of major medical equipment (as defined by the Agency Rules and
the Statute) which exceeds a cost of $2.0 million; and/or is a magnetic resonance imaging (MRI)
scanner, positron emission tomography (PET) scanner, extracorporeal lithotripter and/or linear
accelerator by responding to the following:

Not Applicable. This project does not include the acquisition of major moveable equipment.

1. For fixed-site major medical equipment (not replacing existing equipment): Not Applicable
a. Describe the new equipment, including:
1. Total cost ;(As defined by Agency Rule).
2. Expected useful life of a
3. List of clinical applications to be provided;
4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

2. For mobile major medical equipment: Not Applicable

List all sites that will be served;

Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Provide the fair market value of the equipment; and
List the owner for the equipment.

P Re TS
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Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the case of
equipment purchase include a quote and/or proposal from an equipment vendor, or in the case of
an equipment lease provide a draft lease or contract that at least includes the term of the lease
and the anticipated lease payments.

Not Applicable.

III. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which must

1
2
3.
4

include: See Attachment B:III (A) for the plot plan.

Size of site (in acres);
Location of structure on the site; and
Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all projects.

(B) Describe the relationship of the site to public transportation routes, if any, and to any highway or

major road developments in the area. Describe the accessibility of the proposed site to
patients/clients.

Methodist South Hospital is part of the Whitehaven neighborhood in South Memphis at 1300 Wesley
Drive, Memphis, TN 38116. The hospital is conveniently located just east of Elvis Presley Boulevard
(Highway 51) — approximately 1 mile from the Graceland Mansion once the home of Elvis Presley.
Wesley Drive is located between well-traveled Shelby Drive to the south and Raines Road to the north.
The hospital’s location near Elvis Presley Boulevard makes it easily accessible from Interstate-240 (I-
240) via Interstate 55 (I-55) for area patients via automobile and ambulance. 1-240 loops around the
city of Memphis with major junctions at [-40 (east-west highway that traverses the state of Tennessee
and locally connects Arkansas and Tennessee), I-55 (north-south highway locally connecting
Tennessee to Mississippi, northern Arkansas and Missouri), and State Route 385 (loops through East
Memphis suburbs) as well as several US Highways including US-64/US-70/US-79, US-78 and US-72.

The Memphis Area Transit Authority (MATA) services this area with Route 46, which lists Methodist
South Hospital as a major stop on the route. Please see Attachment B: III (B) for a copy of this public
transportation route.

IV. Attach a floor plan drawing for the facility which includes legible labeling of patient care rooms
(noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet of
white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be
drawn to scale.

See Attachment B:IV. for the floor plan.

V. For a Home Health Agency or Hospice, identify: Not Applicable.

ok w =

Existing service area by County;
Proposed service area by County;

A parent or primary service provider;
Existing branches; and

Proposed branches.
12



SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be granted
unless the action proposed in the application for such Certificate is necessary to provide needed health
care in the area to be served, can be economically accomplished and maintained, and will contribute to
the orderly development of health care.” The three (3) criteria are further defined in Agency Rule 0720-
4-.01. Further standards for guidance are provided in the state health plan (Guidelines for Growth),
developed pursuant to Tennessee Code Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic Feasibility,
and (IIT) Contribution to the Orderly Development of Health Care. Please respond to each question and
provide underlying assumptions, data sources, and methodologies when appropriate. Please type each
question and its response on an 8 1/2” x 11” white paper. All exhibits and tables must be attached to the
end of the application in correct sequence identifying the question(s) to which they refer. If a question
does not apply to your project, indicate “Not Applicable (NA).”

QUESTIONS

NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan and
Tennessee’s Health: Guidelines for Growth.

The applicant’s mission embodies the spirit of the Guidelines for Growth and the Five Principles to Achieve
Better Health as outlined in the State Health Plan. Methodist Healthcare’s mission is to partner with its
medical staffs and collaborate with its patients and families to be the leader in high quality, cost effective
healthcare in all sectors of its service area. Its geographical distribution makes Methodist Healthcare the
area provider with the largest number of entry points, and the most socio-economically diverse patient
population. This project complies with the mission and the tenants of the State Health Plan and Guidelines
for Growth.

Healthy Lives:
The purpose of the State Health Plan is to improve the health of Tennesseans.

Every person’s health is the result of the interaction of individual behaviors, society, the
environment, economic factors, and our genetic endowment. The State Health Plan serves to
facilitate the collaboration of organizations and their ideas to help address health at these many
levels.

The Healthy Lives Principle is promoted through the collaboration with clinicians and administrators,
as well as our patient and family partners, to expand and renovate the ED so that it meets the needs of
today’s patients. Methodist designed the proposed expansion and renovation to improve operational
efficiencies, for example, by making the space contiguous to improve communication and flow;
providing more privacy will allow patients and family members the environment they need to be
involved in patient care. Instead of the current non-private cubicles, patients will be treated in
adequately sized and more accommodating private rooms. Methodist has adopted a patient and family
centered culture. Associates are encouraged to truly partner with patients and families, not only to
involve them in decisions about care, but also gain the benefit of their insights to better plan and deliver
care. The core principles for culture are respect and dignity, information sharing, participation, and
collaboration. The improved ED design coupled with employment of these principles, patients can
achieve better outcomes, and the hospital can improve the care for all ED patients.
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Access to Care:
Every citizen should have reasonable access to health care.

Many elements impact one’s access to health care, including existing health status, employment,
income, geography, and culture. The State Health Plan can provide standards for reasonable
access, offer policy direction to improve access, and serve a coordinating role to expand health
care access.

Methodist Healthcare has strategically placed and maintained hospitals and ambulatory facilities in all
quadrants of Shelby County as part of its mission. Methodist South remained committed to the inner
city and mission markets even as competitors and other healthcare resources followed the population
shift to the east. The community hospital is located in the Whitehaven neighborhood in South
Memphis. The hospital is an anchoring organization to the Whitehaven community and has been
serving the needs of South Memphis for the past forty years while continuously repositioning to address
emerging needs. This project furthers those efforts by expanding capacity to improve access. Methodist
South is a leader in supporting the local community’s development and providing vital healthcare needs
for the most vulnerable in the market. In keeping with the mission, access to healthcare services is not
restricted by existing health status, employment, income, geography, or culture.

Economic Efficiencies:

The state's health care resources should be developed to address the needs of Tennesseans while
encouraging competitive markets, economic efficiencies and the continued development of the state's
health care system.

The State Health Plan should work to identify opportunities to improve the efficiency of the
state’s health care system and to encourage innovation and competition.

The newly designed and expanded ED will maintain the applicant’s scope of emergency services while
meeting the patient care needs more completely and efficiently. Long term cost reductions and
operating efficiencies will be realized by improved patient flow, reduced wait times, and enhanced
communication. Staffing levels will be reduced through attrition or redeployment within the larger
health as Associates realize efficiencies in the new contiguous work environment. Cost controls are
increasingly part of the quality conversation in healthcare, and the systematic identification and
elimination of waste while maintaining or improving quality is imperative for future success.

Quality of Care:
Every citizen should have confidence that the quality of health care is continually monitored and
standards are adhered to by health care providers.

Health care providers are held to certain professional standards by the state’s licensure system.
Many health care stakeholders are working to improve their quality of care through adoption of
best practices and data-driven evaluation.

Patient safety and quality are central areas of focus in Methodist hospitals. The framework for
Methodist Healthcare’s approach to systematic quality improvement includes the following dimensions:
safe, timely, effective, efficient, equitable, patient-centered, accessible and sustainable. In the
Methodist South ED currently, there are challenges in providing timely and efficient care due to
constrained, incongruent space and barriers to optimal patient flows. The goal with the new design is to
create adequate clinical space, flexible room configuration, and streamlined designs to deliver patient
and family centered care to patients for all acuity levels. The clinical staff will have more opportunity
for collaboration across modalities and with physicians for improved quality care. The more efficient
flow in the proposed ED has fewer touch points and consolidates work zones for more efficient and
timely care for all acuity levels. Moreover, patients and family members will be given the environment
they need to be more involved in patient care, improving communication, and thus the patient
experience, which will in turn improve quality and outcomes.
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Health Care Workforce:
The state should support the development, recruitment, and retention of a sufficient and quality
health care workforce.

The state should consider developing a comprehensive approach to ensure the existence of a
sufficient, qualified health care workforce, taking into account issues regarding the number of
providers at all levels and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational institutions, state
and federal laws and regulations impacting capacity programs, and funding.

This project includes clinicians and physicians who are dedicated to providing high quality emergency
services for the local community. The proposed ED will establish a more effective, efficient, and
healing environment for providers. The Methodist South hospital fills a need in the underserved South
Memphis community. There is an existing and growing need for primary care and specialty care
physicians in this quadrant of the city. The hospital is a stabilizing force that meets this need while
attracting private physicians and healthcare entities as partners in care. Additionally, Methodist South
partners with the Methodist system and University of Tennessee Health Science Center and rotates ED
fellows through their program as part of the broader academic affiliation. The project will further the
academic affiliation and support the development, recruitment, and retention of a quality workforce.

Please provide a response to each criterion and standard in Certificate of Need Categories that
are applicable to the proposed project. Do not provide responses to General Criteria and
Standards (pages 6-9) here.

Project-Specific Review Criteria: Construction, Renovation, Expansion, and
Replacement of Health Care Institutions

1. Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

Not applicable; no beds, services or major medical equipment are being added to the applicant’s
licensed organization.

2. For relocation or replacement of an existing licensed healthcare institution:

a. The applicant should provide plans, which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

b. The applicant should demonstrate that there is acceptable existing and projected
future demand for the proposed project.

Neither a. nor b. are applicable. This project is a renovation and expansion project.
3. For renovation or expansions of an existing licensed healthcare institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

b. The applicant should demonstrate that the existing physical plant's condition warrants
major renovation or expansion.

The applicant is presenting the detailed justification for the project in this section of the
application. Both a. and b. are responded to in the narrative and exhibits beginning below.
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DEMAND FOR THE PROJECT

As noted in previous applications, Methodist Healthcare, centered in Memphis, Tennessee, is one of
Tennessee’s largest healthcare providers, serving populations of diverse socio-economic characteristics
across the five-county service area spanning West Tennessee, North Mississippi, and East Arkansas.
Methodist Healthcare’s primary acute care organization is the applicant for this CON: Methodist
Healthcare-Memphis Hospitals, a not-for-profit corporation that owns and operates five Shelby County
hospitals. Its five hospitals are operated under a single general hospital license. Methodist South
Hospital is the focus of this application.

Methodist remained committed to the inner city and mission markets even as competitors and other
healthcare resources followed the population shift to the east. Methodist South Hospital is a 156-bed
community hospital committed to providing personalized, compassionate, and high-quality care to
patients and families. Methodist South is an anchoring organization to the Whitehaven community. It
has been serving the residents of South Memphis and the surrounding area for over forty years by
supporting community development and vital healthcare needs for the most vulnerable of populations.

The current ED was built almost forty years ago, designed to accommodate approximately 35,000
patient visits per year. However, emergency visits have increased significantly over recent years. In
2013, more than 62,000 patients visited South’s ED, compared to approximately 34,000 in 2006, an
eighty-one percent increase in patient volumes over that time period. This intense volume growth
driven by inadequate primary care providers in the community and healthcare reform has placed greater
demands on the department for improved efficiencies while maintaining high quality standards.

METHODIST SOUTH HOSPITAL
EMERGENCY DEPARTMENT VISITS BY YEAR
2006 - 2013

Growth
2006 2007 2008 2009 2010 2011 2012 2013 2006-13
Visits 34,417 36,967 46,426 54,674 55,522 59,346 62,659 62,300 %;,1%23

Source: Joint Annual Report 2006 — 2013 ED Visits

To the best of its ability, Methodist South has modified existing spaces and developed new processes,
but there continue to be challenges due to space constraints. As patient volumes increased, the space
constraints of the current ED became more and more of a barrier to operational efficiencies, as well as
to delivering patient and family centered care. The impact on operational efficiencies is evidenced by
the graph below, which shows that annual turnaround times increased as patient volumes increased. The
best alternative is to expand and renovate the existing ED to augment operational efficiencies and
provide an improved healing and patient and family friendly environment.
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At the same time, and rightfully so, patient expectations of care have increased, particularly in regards
to patient experience. Patient experience survey results indicate a need for privacy, while, our patient
and family partners have expressed similar concerns.

omorgonoy startod Accordingly, the lack of space prompted a focus on
inatoad rooms F— t . : .
onaohaliway nrse improved privacy. Last year, the Methodist South ED
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r‘i vac Garbiod are non-private cubicles. The new design will correct this
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ol e el Pmboblv\‘d__mc 3 with all private rooms. Additionally, rooms will be larger,
iNnformation room not only for clinical purposes, but also to accommodate
ety REGEON family members to better engage in the treatment plan

Currently, the Methodist South ED is 370 DGSF per bed (department gross SF per bed), which is
considerably less than other emergency departments in the area. This lack of space has made caring for
patients that much more difficult. For higher acuity patients, for example, there is a need for more space
for certain protocols. Increasing the size of each room and improving room configuration and flexibility
will alleviate this problem. Instead of stationary cabinets, rooms will have moveable carts in case the
structure of the rooms needs to be changed, depending on the personnel and equipment needed. Also,
the proposed project will establish three acute exam rooms that will transform or “swing” into specialty
rooms, as needed. The three rooms will fully accommodate the following specialties, respectively:
infectious disease, bariatric, and behavioral health.

There are also opportunities to improve the layout of the current ED to improve both workflow and
patient flow. For instance, currently, the ED is separated into two, disconnected work areas—acute and
non-acute or fast track—that are relatively far from each other, hindering patient flow and contributing
to less than optimal staffing, which creates challenges and dissatisfaction for patients, families,
providers, and Associates. The proposed design will resolve both by making the two spaces contiguous
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and therefore more efficient from a staffing and flow perspective. The proposed intake area and larger
triage area will streamline the process and provide adequate space for lower acuity patients. The more
efficient flow in the proposed facility has fewer touch points, facilitates improved communication and
consolidates work zones for more efficient and effective care for all acuity levels.

METHODIST SOUTH HOSPITAL The benefits of added efficiency will be particularly

Non-urgent MWEL OF ED VISITS emergent | helpful in improving population health management,

3% " 1% through initiatives like Methodist Healthcare’s

4 Bl Wellness Wednesdays and Familiar Faces. About

forty-two percent of those treated at the Methodist
South ED are considered semi- or non-urgent.
Through these efforts patients will be navigated to the
most efficient point of care. Again, more efficient
flow will help to support these efforts. More detail on
population health management initiatives will be
provided below in Sections 2 and 4B.

b.

The addition of a results waiting room, in particular, is another key component of the future workflow
model that will both improve flow and increase capacity. Rather than continuing to wait in a room,
patients and family members waiting on lab or diagnostic results will be moved to a comfortable,
staffed waiting room that is located within the clinical area.

Patient safety and quality is of the upmost importance to Methodist Healthcare, and any barriers to
workflow and patient flow must be removed to ensure the highest quality of care. Methodist remains
committed to the patients and families in the South Memphis area and plan to make this investment to
provide accessible, efficient and high quality emergency care with the new a state-of-the-art facility.

Applications that include a Change of Site for a health care institution, provide a response to
General Criterion and Standards (4)(a-c)

Not applicable. This project is a renovation project on the hospital campus.
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2. Describe the relationship of this project to the applicant facility’s long-range development plans, if
any.

Methodist Healthcare’s mission is to partner with its medical staffs and collaborate with its patients and
families to be the leader in high quality, cost effective healthcare in all sectors of the greater Memphis-
Shelby County service area. Methodist Healthcare has strategically placed and maintained hospital and
ambulatory facilities in all quadrants of Shelby County as part of that mission, to provide multiple entry
points to acute care for communities of varied social and economic characteristics. Methodist South is a
clear demonstration of the system’s long term commitment to their mission.

Methodist Healthcare has partnered with other healthcare providers, the Church Health Center, Christ
Community Health Services, in addition to payer-led Accountable Care Organizations (ACOs) and other
community partners, to create an efficient network of services with multiple points of patient access and
optimal navigation. The Congregational Health Network (CHN) is a covenant relationship between
Methodist hospitals, Mid-South congregations and community health organizations. The CHN provides a
network of more than five-hundred congregations and faith communities that are partnering with the health
system to share the ministry of caring for patients. The goal of this program is to build stronger
relationships with local faith communities in order to improve the patient journey through the complex
health system and more broadly to build healthier communities. CHN is the infrastructure supporting the
Methodist faith-based outreach projects all over the Mid-South, several of which are in the South Memphis
area, including extensive efforts in the 38109 zip code.

Methodist Healthcare is also building on its’ identity, assets, and momentum to deliver breakthrough
healthcare innovation for population health. With the help of grant funding, Methodist has implemented a
population health model in 38109, the largest zip code in South Memphis with dire and significant health
disparities. This model has proven to be successful in navigating patients to the most efficient point of care,
and, with the added elements of efficiency and patient and family centered care of this project, this effort
can be even more effective. The Methodist vision is to build an infrastructure, including culture, integrated
data systems, community resource database, mechanisms for collaboration, supportive public policy, and
sustainable funding which will support a seamless patient and family centered service delivery continuum.
Methodist South is strategically located to meet the needs in the 38109 community and surrounding areas.
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The approval and completion of the project is important in the fulfillment of the system’s long-term
financial and strategic commitments to its service area.
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4.

Identify the proposed service area and justify the reasonableness of that proposed area. Submit a
county level map including the State of Tennessee clearly marked to reflect the service area. Please
submit the map on 8 1/2” x 11” sheet of white paper marked only with ink detectable by a standard
photocopier (i.e., no highlighters, pencils, etc.).

The project service area includes Shelby County, Tennessee as the primary service area, and DeSoto
County, Mississippi as the secondary service area. See Attachment Section C: Need (3) for a county level
service area map. This service area is deemed reasonable. Note the chart below showing the percentage of
ED visits by zip code for 2014. '

METHODIST SOUTH HOSPITAL
EMERGENCY DEPARTMENT VISITS

PERCENTAGE BY ZIP CODE
2014
% of Total

County Zip code ED Visits
Shelby 38109 33%
Shelby 38116 28%
Shelby 38106 8%
Shelby 38118 6%
Shelby 38114 5%
Shelby 38115 2%
Shelby 38111 2%
Shelby 38127 1%
DeSoto 38671 1%
DeSoto 38637 1%
Shelby 38126 1%
Shelby 38141 1%
Shelby 38125 1%
Shelby 38128 1%
Shelby 38107 1%
Shelby 38108 1%

Other Other 8%

Total 100%

A. Describe the demographics of the population to be served by this proposal.

The service area total has a population of approximately 1.1 million, almost one million of who reside in
Shelby County, and this total population is expected to increase by three percent over the next five years.
Likewise, by 2019, there is expected to be a dramatic twenty-four percent increase in persons aged sixty-
five years and older, an age group that demands a significant amount of healthcare resources.

In the primary service area, Shelby County, fifty-one percent of the population is Non-Hispanic Black and
thirty-eight percent is Non-Hispanic White.

Almost one in three households (thirty percent) in Shelby County report annual household incomes less
than $25,000, seventeen percent of households earn less than $15,000.
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METHODIST SOUTH HOSPITAL
PROJECT SERVICE AREA — PRIMARY AND SECONDARY
2014 — 2019 POPULATION PROJECTIONS, BY COUNTY

Demographic Variable/Geographic Area Shelby DeSoto Service State of TN
County County | Area Total Total
(Primary) (Secondary)
Total Population-2010 932,471 158,997 1,091,468 6,339,947
Total Population-2014 953,917 167,330 1,121,247 6,523,932
Total Population-2019 985,204 175,884 1,161,088 6,769,966
Total Population-% change 2010 to 2014 2% 5% 3% 3%
Total Population-% change 2014 to 2019 3% 5% 4% 4%
Age 65+ Population-2014 110,231 19,269 129,500 968,386
Age 65+ Population-2019 136,519 23,711 160,230 1,155,749
Age 65+ Population-% change 2014 to 2019 24% 23% 24% 19%
Age 65+ Population as % of Total 2014 12% 12% 12% 15%
Age 65+ Population as % of Total 2019 14% 13% 14% 17%
Median Household Income 2014 $43,296 $54,550 $44,919 $43,766
TennCare Enrollees December 2014 247,688 - - 1,324,208
TennCare Enrollees as % 26% - - 19%
Persons Below Poverty Level 2013 199,215 20,116 219,331 1,128,618
V)

gzlsl(])llzil;lell(z)(‘)«; ;’overty Level as % of Total 299% 12% 20% 18%
Source: Market Expert — Claritas Data 2014-2019, U.S. Census Bureau Poverty Estimates 2013 and TennCare
Enrollment Data December 2014

POPULATION ANALYSIS
SHELBY COUNTY - PRIMARY SERVICE AREA
2014 POPULATION ESTIMATES

2014 Demograp p
Area: Shelby Service Area

hot

"DEMOGRAPHIC CHARACTERISTICS
Selected W

Area USA 4 2018 hange
2010 Total Population 932,471/ 308,745,538 Total Male Population 458,170 472,682 37%
2014 Total Population 953,917 317,189,353 Total Female Population 497 747 512,322 29%
2019 Total Population 985,204 3128.309.46{1— Females, Child Bearing Age {15-44) 202,574 202,913 0.2%
% Change 2014 - 2019 3.3% 3.5%
Average Household Income §62,052 $71,320
POPULATION DISTRIBUTION HOUSEHOLD INCOME DISTRIBUTION
' _ AgeDistribution il i | |
| UsA 2014 | o
AgeGroup 2014 %ofTotal 2019  %ofTotal %ofTotal| 2014 Household income tal
0-14 200,502 21.0% 201,429 20.4%: 19.3% <$16K 62618 17.3%: 13.3%
15-17 43,281 4.5% 42,006 43% 41% $45-25K 45613 126% 11.2%
18-24 93,193 10.3% 98,961 10.0% 10.0% $25-50K 83,421 25.9% 24 4%
25-34 132,511 13.5% 134,418 13.6% 13.2% $50-75K 62,146 172% 17.9%
35-54 251,949 26.4% 248,815 25.3% 26.6% S$75-100K 36,317 10.0% 11.9%
55-64 117,265 12.3% 123,055 12.5% 126% Over $100K 61,254 17.0% 21.3%
&5+ 110,231 11.6% 136,519 13.9% 142%
Total 953,917 100.0% 985,204 100.0% __ 100.0% Total 361,369 100.0% __ 100.0%
EDUCATION LEVEL RACE/ETHNICITY

“Education Level Distribution ' “RacelEthnicity Distribution_

z 2 : usa r T 3 ~USA

2014 Adult Education Level _PopAge 25+ %ofTotal %ofTotal | [RacefEthnicity _ 2014Pop  %ofTotal %ofTotal
Less than High School 26,969 44% 6.0% White Non-Hispanic 366,073 38.4% 62.1%
Some High School 55,957 9.1% 82%: Black Hon-Hispanic 456,674 51.0% 12.3%
High School Degree 171,920: 28.1% 28.4%! Hispanic 61,746 6.5% 17.6%
Some College/Assoc. Degree 179,238 29.3% 29.0% Asian & Pacific Is. Non-Hispanic 22,743 2.4% 5.1%
Bachelor's Degree or Greater 177,874 29.1% 28.4% All Others 16,481 1.7% 3.0%
Total 611,956 100.0% 100.0% Total 953,917 100.0% 100.0%

€ 2014 The Nielsen Company, © 2015 Truven Health Analytics Inc. .
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B. Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population.

Certain demographic information, including percent elderly and racial minorities, is detailed in Section
4A above.

The special needs of the service area population, particularly the significant health disparities in the
South Memphis area, were key factors in the planning for this project. One out of five individuals in the
total service area is below the poverty level, which is more than the state average. The proportion is
slightly higher for Shelby County, and, accordingly, there are a large number of TennCare enrollees in
this service area: twenty-six percent in Shelby County. The South ED in particular cares for a
disproportionately high number of these TennCare enrollees, making up about forty percent of those
treated.

Furthermore Shelby County is one the least healthy counties in Tennessee. According to County Health
Rankings, a Robert Wood Johnson Foundation resource, Shelby County ranks among the bottom half of
Tennessee counties, based on health outcomes and other health factors. In terms of socioeconomic
factors—such as education levels, children in poverty, available social support, single-parent
households, violent crime, etc. —Shelby County ranks eightieth out of ninety-five Tennessee counties.

Methodist South cares for a disproportionate share of those affected by such socioeconomic factors.
Based on the findings of Methodist Healthcare’s Community Health Needs Assessment, the health and
well-being of the South Memphis community served by Methodist South was especially impacted.
Even compared to other Mid-South communities, this community reported significantly higher
prevalence of chronic diseases, especially cardiovascular disease and diabetes.

Methodist South is well positioned to treat these community needs and, with the additional efficiency
and especially the patient centeredness added by this project, it will expand and advance the health care
of this population. The Congregational Health Network and efforts like Wellness Wednesdays and
Familiar Faces, in tandem with the expanded and renovated South ED, will further Methodist’s efforts.

In March of 2013, Methodist Healthcare launched a population health initiative to address health
disparities in 38109. The two-tier approach includes 1) Wellness Wednesdays, a monthly wellness
event held in 38109 at the Riverview Community Center and 2) Familiar Faces, which began in 2014, a
population health strategy to educate patients and curve readmission rates for the high utilizers of health
services in the 38109 community. The main objectives for the initiative are:

e To increase health awareness and disease prevention for the 38109 community by
providing health screenings, educational information, and related activities
To reduce readmission rates

o To increase awareness of local, state, and national health services and resources.
To improve access and navigate participants to appropriate local and state health care and
other social service resources, as eligible
To motivate participants to make positive health behavior changes.

e To teach better self-management practices.

Through the Wellness Wednesday project, Methodist serviced over 1,000 individuals - mainly in the
Riverview Kansas neighborhood which houses roughly 2,500 individuals.

The Familiar Faces project saw success within the first nine months of the program with outcomes
metrics such as length of stay, days between stays, and reduction of costs which were down thirty-nine
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percent for the patient population. The success in part is a result of the Community Health Navigator,
model. A navigator is paired with the patient at the time of hospital encounter. The navigator walks
hand-in-hand with the patient and becomes the patient’s partner in care.

The strategic vision is to expand both initiatives and become trusted partners in care and continue to
understand and meet the special needs of the residents in these surrounding neighborhoods.

Describe the existing or certified services, including approved but unimplemented CONs, of similar
institutions in the service area. Include utilization and/or occupancy trends for each of the most
recent three years of data available for this type of project. Be certain to list each institution and its
utilization and/or occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should use the most
appropriate measures, e.g., cases, procedures, visits, admissions, etc.

METHODIST TENNESSEE SERVICE AREA
EMERGENCY DEPARTMENT VISITS, 2009-2013

Facility 2009 2010 2011 2012 2013

Methodist University Hospital 51,205 54,765 56,725 | 60,902 | 62,587
Methodist South Hospital 54,674 55,522 59,346 62,659 | 62,300
Methodist North Hospital 45,670 53,336 59,726 | 66,862 | 69,062

Methodist Le Bonheur Germantown 43,512 | 43757 | 48,109 | 53,937 | 54914

Hospital

Le Bonheur Children’s Hospital* 69,004 44,017 48,128 51,300 | 55,358
Regional Medical Center 55,591 47,669 45,189 | 48,985 | 55,963
Baptist Memorial Hospital-Memphis 56,966 56,862 56,862 | 58,333 | 60,274
Baptist Memorial Hospital-Collierville 15,880 16,104 16,602 17,735 16,714
St. Francis-Park 37,014 37,223 39,853 | 42,198 | 44,856
St. Francis-Bartlett 28,439 29,666 31,353 | 36,561 | 36,616
Delta Medical Center 19,070 20,629 24,350 | 24,385 | 26,459

*NOTE.: Fast Track visits were included in Le Bonheur’s 2009 volumes and not in the following years

No approved yet unimplemented CONs exist for ED services in the Service Area.
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Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three (3) years and the projected annual utilization for each of the two (2) years following completion
of the project. Additionally, provide the details regarding the methodology used to project

utilization. The methodology must include detailed calculations or documentation from referral
sources, and identification of all assumptions.

METHODIST SOUTH HOSPITAL
ACTUAL AND PROJECTED ED VISITS

2011 - 2018
Actual Actual Actual Actual Actual Actual Actual Actual Actual Projected EEpjEciEd
2006 2007 2008 2009 2010 | 2011 2012 2013 2014 Mear Hean2
Preliminary 2017 2018

Methodist 5559
South 34,417 | 36,967 | 46,426 | 54,674 i 59,346 | 62,659 | 62,300 | 62,528 62,397 62,791
Hospital
Annual
Growth 7.4% 25.6% 17.8% 1.6% | 6.9% 5.6% -0.6% 0.4% -0.2% 0.6%
Rate

Methodology Assumptions:

e Methodist analyzed historical growth trends noting significant annual growth from 2006 to 2013 then
volumes stabilized with reform and early results of Methodist projects targeting ED utilization.

e Given the availability of hospital specific data as well as knowledge of local ED utilization, projected
volumes are conservatively projected to remain somewhat stable in the first two years of the project
as noted above. The majority of the growth is patients admitted for inpatient services which will be
driven by the aging of the population in the service area. The growth is tempered by the projections
that lower acuity patients will shift to lower cost settings for care.
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify
the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing
Fee). CON filing fee should be calculated from Line D. (See Application Instructions for
Filing Fee)

The CON filing fee calculated from Line D of the Project Costs Chart is $19,625; therefore a
check for this amount accompanies the application.

The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

Not Applicable.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state,
and local taxes and other government assessments; and installation charges, excluding
capital expenditures for physical plant renovation or in-wall shielding, which should be
included under construction costs or incorporated in a facility lease.

Not Applicable.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support the
estimated construction costs

A letter from the architect follows as Attachment C: Economic Feasibility (1)(d).
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PROJECT COSTS CHART

Construction and equipment acquired by purchase:

1. Architectural and Engineering Fees $489,004
2. Legal, Administrative (Excluding CON Filing Fee),

Consultant Fees 10,000
8z Acquisition of Site -
4. Preparation of Site 472,003
5. Construction Costs 4,728,050
6. Contingency Fund 893,708
7. Fixed Equipment (Not included in Construction Contract) -
8. Moveable Equipment (List all equipment over $50,000)

See Attachment C: Economic Feasibility (1)(A)(8) 2,004,482
9. Other (Specify) Cost of movements to keep ED

operating during construction 125,000
Acquisition by gift, donation, or lease:
1. Facility (inclusive of building and land)
2. Building only
3. Land only
4, Equipment (Specify)
5. Other (Specify)
Financing Costs and Fees:
1. Interim Financing
2. Underwriting Costs
3. Reserve for One Year’s Debt Service
4. Other (Specify)
Estimated Project Cost
(A+B+C) 8,722,247
CON Filing Fee 19,625
Total Estimated Project Cost
(D+E) TOTAL $8,741,872
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2. Identify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the correct
alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

A. Commercial loan—Letter from lending institution or guarantor stating favorable initial contact,
proposed loan amount, expected interest rates, anticipated term of the loan, and any restrictions

or conditions;

B. Tax-exempt bonds—Copy of preliminary resolution or a letter from the issuing authority stating

favorable initial contact and a conditional agreement from an underwriter or investment banker
to proceed with the issuance;

C. General obligation bonds—Copy of resolution from issuing authority or minutes from the
appropriate meeting.

D. Grants—Notification of intent form for grant application or notice of grant award; or

X | E. Cash Reserves--Appropriate documentation from Chief Financial Officer.

F. Other—Identify and document funding from all other sources.

Methodist Healthcare is prepared to fund the project cost with cash reserves. See the attached letter
from the Chief Financial Officer. Attachment C: Economic Feasibility (2)

3. Discuss and document the reasonableness of the proposed project costs. If applicable, compare the
cost per square foot of construction to similar projects recently approved by the Health Services and
Development Agency.

Total construction costs excluding site prep and construction contingency are $4,728,050 (or $209 PSF).
The costs of the project are reasonable and comparable to similar renovations done throughout Methodist
Healthcare over the last few years and on recently approved CON’s. See the cost per square foot
comparison below.

COST PER SQUARE FOOT COMPARISON WITH APPROVED PROJECTS

Date Cost per
CON Name Filed | Square Foot
Methodist University PET Nov-11 | § 244
Renovation & Relocation
Methodist Memphis Hospital Nov-13 | § 145
Establish West Cancer Center
Le Bonheur Children’s Hospital Nov-13 | § 152
Establish Pediatric Outpatient Center
Campbell Clinic Aug-12 | $ 244
Surgery Center Construction & Renovation
The Regional Medical Center — The Med Aug-12 | § 225
Hospital Construction & Renovation
Baptist Memorial Women’s Hospital Dec-12 | $ 238
ED Construction & Renovation
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4. Complete Historical and Projected Data Charts on the following two pages—Do not modify the Charts
provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal Only
(i.e., if the application is for additional beds, include anticipated revenue from the proposed beds
only, not from all beds in the facility).

Following this page are the Historic Data Chart for Methodist Healthcare-Memphis Hospitals, and a
Projected Data Chart for the ED Project at Methodist South Hospital.

5. Please identify the project’s average gross charge, average deduction from operating revenue, and
average net charge.

The average amounts below are calculated using the projected data chart for Methodist South Hospital in
year 1.

Average per

ED Visit
Average Gross Charge $ 5,317
Average Deduction 4,174
Average Net Charge  $ 1,143
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HISTORICAL DATA CHART
Methodist Healthcare-Memphis Hospital

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January

A. Utilization Data (Patient Days)
B. Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services

3. Emergency Services

4.  Other Operating Revenue (See Attachment*)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt
Total Deductions
NET OPERATING REVENUE
Operating Expenses

1. Salaries and Wages
Physician’s Salaries and Wages
Supplies
Taxes
Depreciation
Rent
Interest, other than Capital
a) Fees to Affiliates
b) Fees to Non-Affiliates
9.  Other Expenses (See Attachment*)
Total Operating Expenses
E. Other Revenue (Expenses) — Net

= FE e 8P

Management Fees

NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1.  Retirement of Principal

2. Interest

Total Capital Expenditures
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

*Attachment C: Economic Feasibility Other

(Month).

Year 2012 Year 2013 Year 2014

350,714 350,492 335,100
(in thousands)

$ 2,547,551 $ 2,644,207 $ 2,678,760
2,028,543 2,218,430 2,405,178
285,982 298,270 328,626
29,498 44,223 56,953
$ 4,891,574 $ 5,205,130 $ 5,469,517
$ 3,052,543 $ 3,287,258 $ 3,516,744
338,430 341,292 357,553
142,763 153,981 145,199
$ 3,533,736 $ 3,782,531 $ 4,019,496
$ 1,357,838 1,422,599 1,450,021
$ 433,147 $ 438,363 $ 434,253
4.073 5,743 4,215
301,936 315,512 315,558
1,762 1,243 1,720
72,894 73,254 77,924
7,098 6,210 5,127
3,661 3,649 3,663
3,191 3,259 4,361
451,052 482,621 507,778
$ 1,278,804 1,329,853 $ 1,354,599
$ 33,243 34,763 34,385
$ 112,277 127,509 129,807
$ - $ - $ -
24,053 27,620 26,754
$ 24,053 $ 27,820 $ 26,754
$ 88,224 99,889 103,053
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PROJECTED DATA CHART

Methodist South Hospital - Emergency Department Project

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in January  (Month).

A.  Utilization Data (ED Visits)
B. Revenue from Services to Patients
1.  Inpatient Services
2 Outpatient Services
3. Emergency Services
4 Other Operating Revenue

Gross Operating Revenue
C.  Deductions from Gross Operating Revenue

1.  Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE
D.  Operating Expenses

1. Salaries and Wages

2. Physician’s Salaries and Wages

3.  Supplies

4. Taxes

5. Depreciation

6. Rent

7. Interest, other than Capital

8. Management Fees a.) Fees to Affiliates

a.) Fees to Non-Affiliates
8.  Other Expenses (See Attachment*)

Total Operating Expenses
E.  Other Revenue (Expenses) -- Net

NET OPERATING INCOME (LOSS)
F.  Capital Expenditures

1. Retirement of Principal

2. Interest

Total Capital Expenditures
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

*Attachment C: Economic Feasibility Other
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Year 1 Year 2

62,397 62,791
(in thousands)

$ 169,902 $ 173,300
119,772 120,371
42,082 42,293
$ 331,757 S 335,964
$ 198,367 $ 200,474
46,255 46,747
15,839 16,007
$ 260,461 S 263,228
$ 71,296 72,736
$ 29,156 $ 29,884
199 204
8,654 8,914
1,884 1,884
7,800 7,839
18,786 18,880
66,479 $ 67,605
$ - $ -
S 4,817 $ 5,130
$ - S -
$ 4,817 $ 5,130




6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal. Additionally,
describe the anticipated revenue from the proposed project and the impact on existing patient
charges.

There will be no change to the existing charge structure as a result of this project, yet there will be normal
unrelated rate increases over the next several years. See the current ED Visit charges below.

Procedure Current Rate

Level 1 $ 460
Level 2 $536
Level 3 $ 801
Level 4 $ 1,303
Level 5 $ 1,523

B. Compare the proposed charges to those of similar facilities in the service area/adjoining service
areas, or to proposed charges of projected recently approved by the Health Services and
Development Agency. If applicable, compare the proposed charges of the project to the current
Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

The applicant is using a recent CON filed in 2012 by Baptist Memorial Hospital for Women (CN1211-
058) for ED expansion and renovation. A comparison is provided below with a column for an
assumption that these rates were increased 2% per year to 2014 rates for better comparison. The 2% is
a conservative assumption for annual price inflation. Also, included in the chart is a column for actual
average Methodist Medicare Reimbursement for 2014. Based upon the review, the proposed charges
are reasonable and comparable. There will be no impact to the charge structure due to this project.

METHODIST SERVICE AREA
ED VISIT CHARGE COMPARISON
Baptist
Baptist Memorial
Memorial Women Medicare
Facili Women Projected Reimbursement
acility 2012 2014 2014
Level 1 $397 $413 $55.45
Level 2 $463 $482 $103.40
Level 3 $692 $720 $181.87
Level 4 $1,126 $1,171 $306.00
Level 5 $1,897 $1,974 $451.66

Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

The projections in this application demonstrate that Methodist will remain financially viable. The
comparisons of average charges at facilities of similar approved scope, as documented in the previous

section, demonstrate that the applicant will remain relatively cost-effective.
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10.

11.

The most successful healthcare organizations must not only deliver high-quality care, but also do so with
minimum waste. Cost controls are increasingly part of the quality conversation in healthcare, and the
systematic identification and elimination of waste while maintaining or improving quality is imperative for
future success. Methodist Healthcare remains committed to providing sustainable, high-quality care. To do
so going forward, we are compelled to focus on enhancing the entire experience of care for patients, while
managing the costs of delivering that care.

Discuss how financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

As reflected in this application’s historic and projected data charts, Methodist South Hospital and Methodist
Healthcare-Memphis Hospitals are viable today, and will remain financially viable during its first two years
of operation and subsequently.

Discuss the project’s participation in state and federal revenue programs including a description of
the extent to which Medicare, TennCare/Medicaid, and medically indigent patients will be served by
the project. In addition, report the estimated dollar amount of revenue and percentage of total
project revenue anticipated from each of TennCare, Medicare, or other state and federal sources for
the proposal’s first year of operation.

Methodist South Hospital currently serves the Medicare, TennCare, and medically indigent populations.
The estimated payer mix for 2017, the first full year of operation, is shown below.

Payor Gross Revenue % of Total
(In Thousands) Revenue
Medicare $122,661 37%
TennCare/Medicaid $111,758 34%
Self Pay $34.,865 11%
Commercial/Other $62,473 19%
Total $331,757 100%

Provide copies of the balance sheet and income statement from the most recent reporting period of
the institution and the most recent audited financial statements with accompanying notes, if
applicable. For new projects, provide financial information for the corporation, partnership, or
principal parties involved with the project. Copies must be inserted at the end of the application, in
the correct alpha-numeric order and labeled as Attachment C, Economic Feasibility-10.

Audited financials and cash are held at the corporate level, therefore, please see the attached most recent
audited financials for Methodist Healthcare. Also, a balance sheet for the period ending January 2015 for
Methodist Healthcare is included along with an income statement for Methodist Healthcare-Memphis
Hospitals. See Attachment C: Economic Feasibility (10).

Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to why
they were rejected.
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b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response to a. and b. above:

Methodist Healthcare evaluated the health care services, community benefits, and cost effectiveness
for expanding the ED at Methodist South Hospital over the past two years. Throughout the extensive
research and business planning, the alternative to ‘do nothing’ was discussed. Yet, ignoring the
inefficiencies, barriers to access, incongruent space, and lack of space this option was unacceptable.

With the decision that new space was imperative to correct the space constraints and flow issues,
Methodist engaged architects to evaluate the best solution. One of the alternate was to employ the
inner core model that Methodist University Hospital used in the design of their new ED. While this
model is efficient and addresses many of the concerns experienced in the South ED, it was more
costly for a renovation project. The Methodist University ED project was all new construction,
therefore, there were no limitation with existing layouts. Methodist South leaders opted to minimize
expenses more the more extensive renovation and work with the existing design.

The most viable option is to renovate and expand the ED as proposed in this application.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

List all existing health care providers (e.g., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or
plans to have contractual and/or working relationships, e.g., transfer agreements, contractual
agreements for health services.

Methodist Healthcare has working relationships with the following physician groups:

The West Clinic

UT Medical Group, Inc.

UT Le Bonheur Pediatric Specialists

Campbell Clinic Orthopaedics

Duckworth Pathology Group

Pediatric Anesthesiologists PA

Pediatric Emergency Specialists PC

Semmes-Murphey Neurologic and Spine Institute

Methodist Primary and Specialty Care Groups (See Attachment A:4 for Organizational Chart)

® ¢ © @ 6 o 0o @ o

The Methodist Healthcare-Memphis Hospitals’ license includes five hospitals:
e Methodist Healthcare-University Hospital

Methodist Healthcare-South Hospital

Methodist Healthcare-North Hospital

Methodist Healthcare-Le Bonheur Germantown Hospital

Le Bonheur Children's Hospital

Additionally, Methodist Healthcare owns and operates Methodist Alliance Services, a comprehensive home
care company, and a wide array of other ambulatory services such as minor medical and urgent care centers,
outpatient diagnostic centers and ambulatory surgery centers.

Methodist Healthcare is part of the University Medical Center Alliance which also includes the University
of Tennessee and the Memphis Regional Medical Center (The Med). The goal of this council is to support
the quality of care, patient safety and efficiency across all three institutions.

There are also agreements with the Mid-South Tissue Bank, the Mid-South Transplant Foundation,
Duckworth Pathology and Phy America.

A list of managed care contracts is attached in Attachment C: Orderly Development (1).

Describe the positive and/or negative effects of the proposal on the health care system. Please be sure
to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the
service area of the project.

Methodist Healthcare is committed to serving Shelby County and the greater Mid-South community. In
order to uphold this commitment, Methodist strategically placed and maintained hospital and ambulatory
facilities in all quadrants of Shelby County. As noted throughout the application, Methodist South
remained in the inner city as competitors relocated to the east market in search of commercial market share.
Methodist South is an anchoring organization to the Whitehaven community and has been serving the needs
of South Memphis for the past forty years while continuously repositioning to address emerging needs. This
project is the next investment in this community, and as such will have a positive impact on the Shelby
County health care community. The project does not propose to increase the applicant’s market share, yet
stabilizes the hospital to sustain in this changing health care environment.
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3. Provide the current and/or anticipated staffing pattern for all employees providing patient care for
the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by
the Tennessee Department of Labor & Workforce Development and/or other documented sources.

See table below for the FTE’s by position and prevailing wage patterns in the service area.

All positions at Methodist are reviewed at least annually for market competitiveness. Tools for analysis for
this review are comprised of several local and regional surveys, as well as several national surveys.
Methodist strives to be competitive in pay and pay reported in the aforementioned surveys.

METHODIST HEALTHCARE
CURRENT PREVAILING WAGES AND

ANTICIPATED CLINICAL STAFFING PATTERNS

Methodist South
ED Department Only plus BLS 2013 Memphis MSA Data *
Access Services
: . : , Mid Mid
%:ltehodlst Fosition FE'E.:I ) F§fzs Hourly Annual I-lﬁ eﬁ:‘lll Ii\: fl?ll;l BLS Occupation Title
2015 2015 urly
RNs 51.13 51.13 $28.38 $59,030 | $28.78 | $59,860 Registered Nurses
Techs/Paramedics | 25.88 | 25.88 | $1826 | $37,081 | $18.12 | $37,680 | Cmereency Medical Techs
and Paramedics
Access Facilitators 19.13 19.13 $13.66 | $28,413 | $12.60 | $26,200 | Healthcare Support Workers
Clerical/Support 20.03 | 20.03 $12.39 | $25,771 | $12.60 | $26,200 | Healthcare Support Workers
Total 116.17 | 116.17

* Source: Bureau of Labor Statistics — May 2013 MSA Occupational Employment & Wage Estimates — Memphis

TN/MS/AR

4. Discuss the availability of and accessibility to human resources required by the proposal, including
adequate professional staff, as per the Department of Health, the Department of Mental Health and
Developmental Disabilities, and/or the Division of Mental Retardation Services licensing

requirements.

Staffing will not be increased with this project, yet will decrease by approximately four FTEs. Efficiencies
gained from the new contiguous design will support the redeployment of personnel in positions that are no
longer needed into other areas of the hospital. Methodist fortunately has the resources to successfully

support these efforts.

5. Verify that the applicant has reviewed and understands all licensing certification as required by the
State of Tennessee for medical/clinical staff. These include, without limitation, regulations
concerning physician supervision, credentialing, admission privileges, quality assurance policies and
programs, utilization review policies and programs, record keeping, and staff education.

The applicant so verifies. Methodist South Hospital reviewed and meets all the State requirements for
physician supervision, credentialing, admission privileges, and quality assurance policies and programs,
utilization review policies and programs, record keeping and staff education.
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6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Methodist Healthcare has clinical affiliation agreements with multiple colleges including over twenty for
nursing, thirty for rehabilitation service professionals (physical therapy, speech therapy, and audiology),
three for pharmacy, and almost twenty for other allied health professionals including paramedics,
laboratory, respiratory therapy, radiation therapy technicians. There are approximately 1400 students
annually participating in these programs.

Methodist participates very heavily in the training of students from various medical disciplines. Since
relationships exist with most of the schools in Memphis, most of the students have also been trained
academically in this region. The three primary disciplines that participate in the training of students at
Methodist are medicine, nursing and psychosocial services.

In the area of medicine, there are many different specialties represented in the interns and residents who
train at Methodist — there are more than twenty different specialties. Likewise, since there are several
nursing schools in the area, Methodist is very active in the training of future nurses. These nurses come
from several types of programs, which include Bachelor’s Degrees, Associate Degrees, Licensed Practical
Nurse programs and Diploma programs. Methodist participates in training of students from the following

schools:

Methodist Healthcare University of Tennessee
University of Memphis Northwest Mississippi Jr. College
Baptist Health System Regional Medical Center
Southwest Tennessee Community College Tennessee Centers of Technology

7. (a) Please verify, as applicable, that the applicant has reviewed and understands the

licensure requirements of the Department of Health, the Department of Mental Health and
Developmental Disabilities, the Division of Mental Retardation Services, and/or any applicable
Medicare requirements.

Methodist South Hospital has reviewed these, and meets all applicable requirements of the
Department of Health. Other departments are not involved with this facility.

(b) Provide the name of the entity from which the applicant has received or will receive licensure,
certification, and/or accreditation.

Licensure:

The general hospital license held by Methodist Healthcare-Memphis Hospitals d/b/a Methodist
South Hospital is from the Tennessee Department of Health, Board for Licensing Health Care
Facilities.

Accreditation:

The accreditation agency for Methodist South Hospital is the Joint Commission on Accreditation of
Healthcare Organizations (JCAHO), from whom the hospital has full accreditation.

(c) If an existing institution, please describe the current standing with any licensing, certifying, or
accrediting agency. Provide a copy of the current license of the facility.

Methodist South Hospital is in good standing with the Department of Health, the Healthcare Facility
Licensing Board, and JCAHO. (See Attachment C: Orderly Development (7)(c))
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10.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last licensure
certification and inspection have been addressed through an approved plan of correction.
Please include a copy of the most recent licensure/certification inspection with an approved plan
of correction.

Documentation regarding deficiencies and approved plan of correction in our licensure is attached.
See Attachment C: Orderly Development (7)(d)(1) and C: Orderly Development (7)(d)(2).

Document and explain any final orders or judgments entered in any state or country by a licensing
agency or court against professional licenses held by the applicant or any entities or persons with
more than a 5% ownership interest in the applicant. Such information is to be provided for licenses
regardless of whether such license is currently held.

None

Identify and explain any final civil or criminal judgments for fraud or theft against any person or
entity with more than a 5% ownership interest in the project.

None

If the proposal is approved, please discuss whether the applicant will provide the Tennessee Health
Services and Development Agency and/or the reviewing agency information concerning the number
of patients treated, the number and type of procedures performed, and other data as required.

Should this application be approved, Methodist South Hospital will provide the Tennessee Health Services
and Development Agency and/or the reviewing agency information concerning the number of patients
treated, the number and type of procedures performed, and other data as required.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and dateline
intact or submit a publication affidavit from the newspaper as proof of the publication of the letter of
intent.

The full page of the Commercial Appeal newspaper in which the Notice of Intent appeared is attached as
Attachment C: Proof of Publication.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not to
exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the Certificate of
Need, allow longer periods of validity for Certificates of Need for good cause shown. Subsequent to
granting the Certificate of Need, the Agency may extend a Certificate of Need for a period upon
application and good cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed
by rule. A Certificate of Need which has been extended shall expire at the end of the extended time
period. The decision whether to grant such an extension is within the sole discretion of the Agency, and is
not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

See the Project Completion Forecast Chart on the following page.

2. If the response to the preceding question indicates that the applicant does not anticipate completing the
project within the period of validity as defined in the preceding paragraph, please state below any
request for an extended schedule and document the “good cause” for such an extension.

Not Applicable. The applicant does not anticipate an extended schedule for this project.
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68 —11-1609(c):  June 2015

Assuming the CON approval becomes the final agency action on that date; indicate the number of days from
the above agency decision date to each phase of the completion forecast.

Anticipated Date

Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineering contract signed 5 June 2015
2. Construction documents approved by the Tennessee
Department of Health 30 August 2015

3. Construction contract signed 5 September 2015
4. Building permit secured 5 September 2015
5. Site preparation completed 3 September 2015
6. Building construction commenced 1 September 2015
7. Construction 40% complete 150 February 2016
8. Construction 80% complete 150 July 2016
9. Construction 100% complete (approved for occupancy) 60 September 2016
10. *Issuance of license 10 September 2016
11. *Initiation of service 5 October 2016
12. Final Architectural Certification of Payment 30 November 2016
13. Final Project Report Form (HF0055) 30 December 2016

For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: Iflitigation occurs, the completion forecast will be adjusted at the time of the final
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STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Filing Information

Name: METHODIST HEALTHCARE MEMPHIS HOSPITALS

General Information

SOS Control # : 000054694 Formation Locale: TENNESSEE
Filing Type: Nonprofit Corporation - Domestic Date Formed: 08/01/1922
Filing Date: 08/01/1922 4:30 PM Fiscal Year Close 12

Status: Active

Duration Term: Perpetual

Public/Mutua! Benefit: Public

Registered Agent Address Principal Address
LYNN FIELD 1265 UNION AVE
STE 700 MEMPHIS, TN 38104-3415

1211 UNION AVE
MEMPHIS, TN 38104-6600

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
02/18/2015 2014 Annual Report B0055-4561
02/04/2014 2013 Annual Report 7281-0321
02/25/2013 2012 Annual Report 7155-0374
08/03/2012 Articles of Amendment 7082-1151
02/14/2012 2011 Annual Report 6997-0215

Principal Address 1 Changed From: 1265 UNION AVENUE To: 1265 UNION AVE

Principal Postal Code Changed From: 38104 To: 38104-3415

Principal County Changed From: No value To: SHELBY COUNTY
02/28/2011 2010 Annual Report 6840-1353
09/08/2010 Assumed Name 6768-0997

New Assumed Name Changed From: No Value To: Methodist University Hospital PET imaging Center

05/06/2010 Assumed Name Change

6717-1042

Assumed Name Cancelled Changed From: No Value To: LEBONHEUR CHILDREN'S MEDICAL CENTER, INC.

New Assumed Name Changed From: No Value To: LE BONHEUR CHILDREN'S HOSPITAL

02/26/2010 2009 Annual Report
02/13/2009 2008 Annual Report

3/11/2015 5:35:00 PM
42

6662-1631
6447-2933
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A:4 Ownership-
Legal Entity and
Organization Chart
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Methodist Le Bonheur Healthcare

MethodistHeaIihoam-MemphisHospiuls("m{")
Five (5) gri fiolliies;

Methodist University Hospital
Methodist North Hogpital
Methodist South Hospital

Methodist Le Bonheur Gemmantown Hospital
Le Bonkeur Children's Hospital

UT Methodist Physicians, LLC

LeBonheurPaﬁent'ﬂ‘msportaﬁon,I_LC

Specialty Physician Group, LL.C

Le Bonheur Pediatrics, LLC }—
Methodist Inpatient Physicians, LLC f

SPG I, LLC

Division of Clinical Neurosciencs, LL.C

Primary Care Group, LLC

Foundation Primary Care, LLC H

PCGIL LLC

Methodist Healthcare — Olive Branch Hospital

Methodist Healthcare — Fayette Hospital (“MEFEF) }

—

Msthodist Extended Care Hospital, Inc. (“MECH)

Methodist Healthcare Primary Care Associates (“MHPCA™)

’_I_

—l Methodist Healthcare Foundation (“MHF")

{Le Bonheur Children’s Hospital Foundation ("LCMCF™)

Le Bonheur Community Health and Well-Being
(“LCHWB™)

Alliance Health Services, Inc. (“AHS")

Methodist Healthcare Community Care Associates
(“MHCCA~)

Methodist Specialty Physician IIT, LLC —

Methodist Specialty Physician VI, LLC (1)

Methodist Specialty Physician VI, LLC (1)

Methodist Healthcare Dialysis Center, LLC

DeSoto Diagnostic Imaging, LLC (1)

Ambulatory Operations, Inc. Q)

—| Le Bonheur East Surgery Center ILLP. (1)

—  Revenue Assurance Professionals, LL.C )]

Solus Management Services, Inc. 1)

— Memphis Professional Building, Inc. (1)

Le Bonheur Urgent Care, LLC

(1) For-Profit Entities

Mgl;Shared/Dats/LgUMLHMLH Org Chart wo FEINs.vsd ~ Last Updated 10/30/13
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THIS INDENTURE, nade and entered into this /% day of Auguat, 1971,
by and between, ROBERT S. WALKER, SAM H. SANDERS, and GEORCE #. STARS, SR.,
Trustees, parties of the first part, and METHODIST HOSPITAL, a Tennessee
Corporation, party of the second part,

WITHESSETH:

That for and in consideration of Ten Dollars ($10.00), cash in hand
pald,and other good and valuable considerations, the receipt of all of which
is hereby acknowledged, the sald parties of the first part have bargained
and sold and do heraby bargain, sell, convey and confirm unto the saild party
of Lhe second part the following deseribed real estate, situated and belng
in the City of Memphis, County of Shelby, and State of Tennessee,

Part of Lot 7 of Seatlon 2, Tawnzhip 1, Range B Weat of the Chicka-
Gaw Cession, belng more particularly described as follows:
PARCEL I:
U at & point 1n the west line of Faronla Road (60 feet

wide) a distance of 200.00 feet aouthwardly, as measured aleng
the west line of Faronia Road, from its tangent Intersection
with the south line of Marlin Road (50 feet wide » oaid point
of beginning being the southeast corner of Lot 28, Firgt Addition
to Mosby's Whitehaven Subdivisien, as recorded In Plat Book 13,
Page 13, in the Shelby County Register's Offioce; thence south
00 degrees, 17 minutes, U7 seconds west along the west line of
Faronia Road a distance of 396.80 feet to a point of curvature;
thence southwestwardly along a curve to the right having a radius
of 25.00 feet, a distance of 39.27 feet to a point; thence north
89 degrees, 42 minutea, 13 secends west, a distance of 946,11
feet to a point of curvature; thence northwestwardly along a
curve to the right having a radius of 25.00 feet, a distance
of 39.29 feet to a point; thence nopth 00 degrees, 19 minuten,
57 seconds east, a distance of 343.77 feet to the southwest corner
of Lot 19 in said Subdivision; thence north 89 degrees, 38 minutes,
U7 seconds east along the south boundary line of said subdivioion
a distance of 170.00 feet to an angle point therein; thence north
47 degrees, 00 minutes, 27 neconds easat continuing along the
goutherly boundary lire of said subdivisien a diatange of 61.57
feet (call = 62.10) feet to an angle point therein: thence north
89 degrees, 3B minutes, 47 seconds east continuing along the
south boundary line of said pubdivisien a distance of 781.20
feet to the point of beginning.
Containing an area of 9.3249 aeres.
PARCEL II:

NNING at a point in the east line of U. S. Highway 51 South
(B0 feet wide) a dintance of h95.50 leet southwardly, as measured
along the eact line of U.S. Highway 51 South, frem its tangent
intersection with the south 1ine of Marlin Road; thence southeantwardly
along a curve to the left having a radius ef 30.00 feet, & disntance
of 47.16 fect to a point; thenae south 89 degreea, 42 mlnutes,
31 seconds caat along a line parallel with Marlin Road a distance
of 440.07 feet to a polnt of curvature; thence northeastwardly
aleng a curve to the left having a radiun of 25.00 foet, a distance
of 39.25 feet to n point; thenoe north 00 degrees, 19 minuten,
37 neconds cast, a distance of 135.95 feet to the seutheast corner
of the linlon Plantera Natlonnl Bank Truntee property, as racorded
In ook W03, Pape SO0, In the fhelby County Register'n Offlon;
Livner enntinulng north 00 degroees, 10 minuten, 57 seeondn mant
along Lhie eant 1lne of unld Unien Planters Hntdennl Bank Trustics
Progeely, nodlatunes of {4459 foel, In All, a total distance
ar Il'f'--‘all feok o a polnt of eurvature; Lhenee northwentwardly
mlong a arve L Ll 1oft having a radiun of 24,00 Cent, n dlstanae
OF 000 Pl La a palut tn the geuth Tine of Marlln fend; thener
anbh B0 e, D winuten, 14 seaondn cant alots the senth
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Tom Leatherwood, Shelby County Register of Deeds: Instr #G37328 B
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G3 7328
line of Marlin Road 100.59 feet to a point of curvature, same
bein% 8 corner for Lot 19 in The Pirst Addition to Mosby's Whitehaven
Subdivision, as same 1s recorded in Plat Book 13, Page 13, in
the Shelby County Reglster's Office; thence sguthwestwardly aleng
& curve to the left having a radius ef 25.00 feet, a distance
of 35.13 feet to a point; thence mouth 06 degrees, 36 minutes,
47 seconds west along the west 1line of Lot 19, a distance of
131.89 feet to the southwest cerner of sald Lot; thence south
00 degrees, 19 minutes, 57 da west, a dist of 343.77
feet to a peint of curvature; th X twardly along a
curve to the left havings a radius ef 25.00 fest, a distance
of 39.29 feat to a point; thence south B9 degrees, 42 minutes,
13 peconds east, a distance of 946.11 feet to m peint of curvature ;
thence northeastwardly along a curve to the left having a radfus
of 25.00 feet, a distance of 39.27 feet to a point in the west
line of Faronia Road, said point also being a distance of 596.80
feet from the south line of Marlin Road; thence south 00 degrees,
i 17 minutes, 47 seconds west along the west line of Farenia Rond,
1 a distance of 100.00 feet to a point of curvature; thence northwest-—
wardly along a ourve to the left having a radius of 25.00 feet,
distanoe of 39.27 feet to a point; thence north 89 degrees,
2 minutes, 13 seconds west, a distance of 1486.25 feet to &
point of curvature; thence southwestwardl: aleng a ourve to the
left having a radius of 30.00 feet, a distance of 47.09 feet
to a point in the east line of U.S. Highway 51 South; thence
north 00 degrees, 21 minutes, 47 meconds east along the east
line of U. 5. Highway 51 Seuth, a distance of 110.00 feet to
the point of beginning.
Containing an area of 2.5003 acres.

The property here conveyed was acquired by the parties of the first
part by Warranty Deed recorded under Reglater's No. E8 7289, re-
recorded under Register's No. F5 0321 and re-recorded under Register's
No, F5 1555 und by Warranty Deed recorded under Register's No.

EB 7287, all in the Register's Office of Shelby County, Tennessee.

This conveyance 1smde subject to essmorts recorded in Book 3541, Page
62, and in Book 5781, Page 315, in the Register's Office of Shelby
County, Tennessee.

TO HAVE AND TO HOLD The aforesald real estate, together with all the appur-
tenances and hereditaments thereunto belonging or in any wise appertaining unto
the seld party of the second part, its successors and assigns in fee simple
forever.

And the sald parties of the first part do hercby covenant with the said
party of the second part that they are lawfully selzed in fee of the afore-
described real estate; that they have a good right to sell and convey the same;
that the same is unencumbered except the lien of 1971 County Taxes, and that
the title and quiet possession thereto they will warrant and forever defend
ageinst the lawful elaims of all persons.

VWITNESS the signatures of the satd parties of the first part the day and
year first above written.

R T e AT e EE R R e o e e e T e TN L VTR
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Tom Leatherwood, Shelby County Register of Deeds: Instr #G37328

STATE OF TENNESSEE, COUNTY OF SHELBY:
Before me, a Notary Public

11n and Br sald State and County, duly commis-
1

G3 7v3zs

sioned and gualified, per

Y 8y
and, GEORGE W. STAAS, 5R., to me known to be the persona described in and who
execoted the roregoin; instrument, and acknowledged that they executed the
sa;_!_.-"g'qpn %he, pgrposes therein contained.
hi 4

lﬁ-g'x_mz_sg'[i&_hﬁm and lNotarial Seal at,office this /5 day of M,
LT At
r

b

My Commission Expires:
£

peared ROBERT S. WALKER, SAM H, SANDERS,

W)

PROPERTY ADDRESS:

Vagih Lol

MAIL TAX BILLS TO:

7a¢1 luam Qe .
THIS INSTRUMENT PREPARED BY:
Harold C. Curry, Attorney

12 South Main Street
Hemphis, Tennessee

State tax:
Regiater's Fee:

Recording Fee: 6.00
5:,5:5.“?
TOF 174289, H. Curry

$1,349.92
.50

RECORDING DATA ONLY

I, Or we, hereby swear or affirm
that to the best of afriants's
knowledge, information, and belief
the actual ocnsideration for this
trensfer or value of the property
transferred, whichever is greater
1s, $519.189,42 which amount is
equal %o or greater than the amowt
which the property transferred
would command at a fair and volune
tary sale.

\_(‘: & ni}gh-_k ?QJ(’E.-., 1(:)' '1;,;!:.
Af'flant N N7E -

a [N S
Subsoribed, pptl EWorn. o
before me this by of -
aal io.e o n
T 5 v, ﬁl'_l iy

otar

ublic
Tenneaske

63732 ]
STATE as ll”iﬁ

REGtsr - 0
REv: - L
35C;
net7 g 55
WA e /, 5‘{2 zf‘
I3s6da
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Public Transportation Routes
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Route 46 Whitehaven
DOWNTOWN 7J

_ DOVINIDAWWENEND.

g North End Terminal
gemm et 2,4,5,7,8,11,12,15,17,19,20,
34,36,39,40,50,52,53,56,78
] Methodist University
Hospltal

g AW Wilis Ave
SV A 1 Jude's Childrens
Resaurch Hospleal

" Poptar Ava
G Adams Ave
Jefferson Ave

Bg

ong

B
E Monros Ave
Union Ave

Southwest Tennessee T
Comnunliy Cotkge

LESEND

W80 Bus Roule

€  Numbered Timepoint
E] Transit Cenler

bd  Transfer Poim
Connecling Routes
Poinl of interast
Park/Ride Lot
Hoapital

Hineenys Bl

508

©2013 MATA
Dasign by Simartmaps, Inc

Shelby Dr

L)
=0\ Southland
Mall

o (2] 3] © (5] (6] 7] 0

North Front Vance Lamar Elvis Presley Elvis Presley Holmes Millbranch
End at at at at at at at
Terminal Jefferson Lauderdale Bellevue Norris Laudeen Elvis Presley McAllister
AM 5:05 510 5:20 5:29 5:39 5:48 6:02 6:05
6:03 6:08 618 6:27 6:37 6:46 7:00 7:03
8.09 8:14 8:24 8:33 8:43 8:52 9:06 9:09
PM 1:39 1:44 1:54 2:03 213 2:22 2:36 2:39
3:45 3:50 4:00 4:09 4:19 4:28 4:42 4:45
5:51 5:56 6:06 6:15 6:25 6:34 6:48 6:51

(8] (7 0 (5] (4] (3] @ (1]

Millbranch Holmes Rd Elvis Presley  Elvis Presley Lamar Vance Front North
at at at at at at at End
McAllister Elvis Presley Laudeen Norris Bellevue Lauderdale Jefferson Terminal
AM 5:00 5:03 518 5:28 5:38 5:48 5:58 6:03
6:08 6:11 6:26 6:36 6:46 6:56 7:06 711
7:06 7:09 7:24 7:34 7:44 7:54 8.04 8:09
9:12 9:15 9:30 9:40 9:50 10:00 10:10 10:15
PM 2:42 2:45 3:00 310 52 3:20 330 3:40 345

448 451 5:06 5:16 5:26 5:36 5:46 5:51



INSTRUCTIONS

The bus stops at this location at listed times.

Effective 12/01/13

MATA FARES

BASE FARES EFFECTIVE: DECEMBER 4, 2011 : zo :lqm

Adult Base Fare.
*City Student Base Fare
*County Student Base Fare
*Seniors & Individuals w/Disabilities ...
Express Base Fare,
* MATA ID REQUIRED.

ZOME 1 FARE
Base Fare Plus Additional Zone Fare ...

g
]
=
©
E 5 5
3 T = %
3 s . 23
g g 8 B
2. 438 E €25
.m ..A.w .m [ 4 “..m.m
8 25 3 338
Q = =] I -
g2 22 & 2%5
= - = [ b=
w o & e = 3 O c W .
o Mm Se2 € 3g=® {See Route Map for Zone Boundaries)
) [] .w
e8¢ 3 2 232 MULTHRIDE PASSES
S8 L8 2. 688 Daily FastPass.
(-9 -
.M .M.m m M mm .m.m.% 7-Day FastPass
= £ S 3 385 31-Day FastPass hitehaven
8 m.w. m. 2 m m M Mm 31-Day Express FastPass. Whit
® O = - .
o 5= ® =0 ®go Student Daily FastPass %
2 g a m 85 5% *Student 7-Day FastPass ; )
EEg 8% EZEE] *Student 31-Day FastPass  Methodist Hospital South
S B 82 s 282 *Senior/Disahled* Daily FastPass.... « Graceland
E o8 g o85S 8ES "Senior/Disabled 7-Day FastPass........... « FedEx Forum
g2 2 M m M <Ggg *Senior/Disabled 31-Day FaStPaSS. ... = Southbrook Mall
TS 5 &£ £ 225 *Senior/Disabled 31-Day Express FastPass .... . e .
ISR S F o Eora _ - Southand Wl
TEQ O G 2 g 287 * MATA ID REQUIRED. Students in grades 1-12, seniors and
£ 823853 E3T people with disabilities must have a valid MATA ID to receive the
S22 0 §F 0 022 FastPass at a reduced price. Two forms of identification must be
SE68EESESESE presented to obtain ID at MATA's Customer Service Center.

(A Medicare card is a valid form of identification.)
Route schedules may be subject to change without notice.

MATA INFORMATION

i
123

T

Airways Transit Center
3033 Airways BoUIBVard ..........emmseemmmssenssssessssens (301)722-7080
American Way Transit Center
3921 American Way. (901) 722-0322
~EEEEE North End Terminal
= 444 N. Main Street (901) 523-8134 A —7
sssss MATA Administrative Offices " i Fr—H-3gio | &
@F STRE 1370 Levee Road 901) 722-7100 e —
Route and Schedule Information...............eeeune.{ 901) 274-6282
- e e Lost and Found 901) 523-8134
OFIEIE Comments, Compliments, COMPIINtS.......... 901) 522-9175
Main Street Trolley. 901) 577-2640
@sssss MATAplus Information 901) 722-7171
222§8 TTY Hearing and Speech Impaired..........cereenees (901) 523-2817
==4 Large print schedules are available upon request. A@Q.— - Nﬂhl@NmN
Visit us at; www.matatransit.com www.matatransit.com
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Methodist South Hospital

Service Area
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C: Economic Feasibility (1)(d)
Documentation of Construction
Cost Estimate
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11 W. Huling Avenue
Memphis, Tennessee 38103
t 901.260.9600

f 901.531.8042

w  brg3s.com

brgas

March 6, 2015

Mr. James L. Robinson
Chief Executive Officer
Methodist SouthHospital
1300 Wesley Drive
Memphis, TN 38116

RE: VERIFICATION OF CONSTRUCTION COST ESTIMATE -
METHODIST SOUTH HOSPITAL EXPANSION AND RENOVATION OF
EMERGENCY DEPARTMENT, MEMPHIS, TENNESSEE

Dear Mr. Robinsonl:

We have reviewed the construction cost estimates and descriptions for the project in
the CON packet and compared them to typical construction costs we have
experienced in the Mid South region for healthcare construction.

It is brg3s's opinion, that in today's dollar the projected $ $6.57 million construction
budget is consistent with the cost value for this type of construction and similar
projects in this market. The budget includes $4.73 million for construction, $0.47
million for site work, $0.49 million design budget and $0.89 million for contingency.
While specific finish choices and market conditions can greatly affect the cost of any
project, the costs assumed in the estimate appear adequate for mid range finishes
used in a healthcare environment for the scope of work for the Methodist University
Hospital Replacement Emergency Department.

In providing opinions of probable construction cost, the Client understands the
Consultant has no control over the cost or availability of labor, equipment or material,
or over market conditions or the Contractor's method of pricing and that the
Consuitant’s opinions of probable construction costs are made on the basis of the
Consultants professional judgment and experience. The consultant makes no
warranty, express or implied, that the bids or the negotiated cost of the work will not
vary from the Consultant's opinion of probable construction cost.

This facility will be designed in accordance with all applicable codes, regulations and
guidelines required and in accordance with equipment manufacturer's specifications
at the proposed location of the Methodist University Hospital Replacement
Emergency Department, Union Avenue, Memphis, TN.

Please do not hesitate to contact us if you require any additional information.
Sincerely,

brg3s

%n R. Summers-AiA
Principal
Sincerely,

brg3s

Jon Summers AlA
Principal
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Availability of Funding
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A"g Methodist.

Healthcare

W

March 6, 2015

Melanie Hill

Executive Director

State of Tennessee

Health Service and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

This is to certify that Methodist Healthcare — Memphis Hospitals has adequate financial
resources for the Methodist Healthcare — South Hospital Emergency Department
Renovation project. The applicant, Methodist Healthcare—Memphis Hospitals, is a not-
for-profit corporation that operates five Shelby County hospitals under a single license.
The applicant is a wholly-owned subsidiary of a broader parent organization, Methodist
Healthcare, which is a not-for-profit corporation with ownership and operating interests
in multiple other healthcare facilities of several types in West Tennessee. Cash is held at
the corporate level. Methodist Healthcare has available cash balances to commit to this
project. The capital cost of the project is estimated at $8,741,872.

Sincerely,

Copatie

Chris McLean
Senior Vice President Finance

1211 Union Avenue * Memphis, Tennessee 38104 » 901-726-2300 » www.methodisthealth.org
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C: Economic Feasibility Other
Historical and Projected Data Charts —
Listing of Other Revenue and Expense
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OTHER REVENUE AND EXPENSES

HISTORICAL DATA CHART
Other Operating Revenue:

Other Expenses:

Other Revenue/Expenses:

PROJECTED DATA CHART
Other Operating Revenue:

Cafeteria

Drugs

Telephone rental
Vending

Office Rental

Ground Transportation
Fix Wing

Grants

United Way Grants
Misc. Income

Benefits

Repairs and Maintenance
Professional Fees
Contract Services
Accounting/Auditing Fees
Legal/Consulting Fee
Advertising

Dues and Subscriptions
Education/ Travel

Utilities

Insurance

Food services

Laundry Services

Print Shop

Telephone

Transcription

Academic Support
Contributions
License/Accredidations Fees
Postage/Freight
Procurement Card Exp

Capital Campaign Funding
Interest Income
Gain/Loss on Disposal of PPE

Cafeteria

Drugs

Gift Shop

Telephone

Vending

Shared Svc
Tuition/Student Fees
Office Rentals
Parking

340b Program
HealthSouth
Trauma Fund
Rental Income
Transp (ground & fixed wing)
Gamma Knife
Grants

Other
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Financial Statements
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ISRIVIG,

METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Combined Financial Statements and Schedules
December 31, 2013 and 2012
(With Independent Auditors’ Report Thereoﬁ)
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coizc B

Sulte 800
50 North Front Street
Memphis, TN 381031194

Independent Audifors’ Report

The Board of Directors
Methodist Le Bonheur Healthcare:

Report on the Financial Statements

We have audited the accompanying combined financial statements of Methodist Le Bonheur Healthcare
and Affiliates (the System), which comprise the combined balance sheets as of December 31, 2013 and
2012, and the related combined statements of operations, changes in net assets, and cash flows for the years
then ended, and the related notes to the combined financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial statements
in accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of combined financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these combined financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the combined financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the combined financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the combined
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
andit opinion,

WPMG LLP is a Dalwwsro |imited fability partnamship,
the US. mambar firn of KPMG Intemational Cooperetive
CKPMG Intemational”), & Swiss antity.
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Opinion

In our opinion, the combined financial statements referred to above present fairly in all material respects,
the financial position of Methodist Le Bonheur Healthcare and Affiliates as of December 31, 2013 and
2012, and the results of their operations and their cash flows for the years then ended in accordance with

U.S. generally accepted accounting principles.

KPMe Lo

Memphis, Tennessee
April 25, 2014
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Balance Sheets
December 31, 2013 and 2012
‘ (In thousands)
Assets
Current assets:
Cash and cash equivalents $
Investments

Assets limited as to use — current portion
Net patient accounts receivable
Other current assets

Total current assets

Assets limited as to use, less current portion
Property and equipment, net
Other assets

Total assets $

Liabilities and Net Assets
Current liabilities:
Accounts payable $
Accrued expenses and other current liabilities
Due to third-party payors
Long-term debt — current portion

Total current liabilities

Long-term debt, less current portion
Estimated professional and general liability costs
Accrued pension cost
Other long-term liabilities
Total liabilities

Net assets:

Unrestricted

Temporarily restricted

Permanently restricted

Total net assets attributable to Methodist
Le Bonheur Healthcare

Noncontrolling interests
Total net assets
Commitments and contingencies
Total liabilities and net assets $

See accompanying notes to combined financial statements.
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2013 2012
35,310 71,677
778,974 746,608
962 682
210,819 190,102
57,374 49,373
1,083,439 1,058,442
39,495 40,616
901,227 821,718
60,639 54,956
2,084,800. 1,975,732
65,912 57,829
93,486 91,583
13,551 17,903
15,637 15,658
188,586 182,973
584,454 600,833
17,304 25,081
49,328 197,608
55,694 88,743
895,366 1,095,238
1,158,133 852,139
23,103 20,282
3,504 3,351
1,184,740 875,772
4,694 4,722
1,189,434 880,494
2,084,800 1,975,732




METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Statements of Operations
Years ended December 31, 2013 and 2012

(In thousands)

Unrestricted revenues and other support:
Net patient service revenue
Provision for uncollectible accounts

Net patient service revenue less provision
for uncollectible accounts

Other revenue
Net assets released from restrictions used for operations

Total unrestricted revenues and other support

Expenses:
Salaries and benefits
Supplies and other
Depreciation and amortization
Interest

Total expenses
Operating income

Nonoperating gains (losses):
Investment income, net
Change in fair value of interest rate swaps
Unrealized gain on trading securities, net
Impairment of land
Impairment of goodwill

Total nonoperating gains losses, net

Revenues, gains and other support in excess of
expenses and losses, before noncontrolling interests

Noncontrolling interests

Revenues, gains and other support in excess of
expenses and losses

Other changes in unrestricted net assets:
Accrued pension cost adjustments
Other
Net assets released from restrictions used for capital purposes

Increase in unrestricted net assets

See accompanying notes to combined financial statements.
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2013 2012
1,653,966 1,562,285
(154,171) (135,201)
1,499,795 1,427,084
69,719 55,200
12,781 13,012
1,582,295 1,495,296
773,377 724,397
634,842 599,393
89,108 85,345
25,874 27,287
1,523,201 1,436,922
59,094 58,374
40,979 24,012
33,256 3,798
39,536 37,984
— (332)
— (928)
113,771 64,534
172,865 122,908
(1,646) (1,424)
171,219 121,484
133,080 (22,289)
42 (68)
1,653 1,886
305,994 101,013
—————




METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Statements of Changes in Net Assets
Years ended December 31, 2013 and 2012

Balances at December 31, 2011

Revenues, gains and other support in excess of
expenses and losses

Distributions to minority sharsholders

derAmd pension cost adjustments

Donor-restricted gifis, grants, and bequests
Investment income, nek
Net assets released from resirictions used for operations
Net assets released from restrictions used for
capital purposes
Change in net assets
Balances at December 31, 2012

Revenues, gains and other support in excess of
expenses and losses
Distributions to minority shareholders
Accrued pension cost adjustments
Other
Denor-restricted gifts, grants, and bequests
Investment income, net
Net assets released from. restrictions used for operations
Net assets released from restrictions used for
capital purposes
Change in net assets
Balances at December 31, 2013

See accompanying notes to combined financial statements.

(In thousands)
Temporarily Permanently  Noncontrolling
Unrestricted restricted restricted interests Total

751,126 20,081 3,004 5,246 719,457
121,484 — — 1,424 122,908
- - — (1.948) (1,948)
(22,289) — . —_ (22,289)
68) = — - (68)

— 14,502 347 — 14,849

- 597 — — 597
—_ (13,012) — — (13,012)

1,886 (1,886) — — —
101,013 201 347 (524) 101,037

$ 852,139 20,282 3,351 4,722 880,454
171,219 — — 1,646 172,865
== — — (1,674) (1,674)

133,080 — —_ —_ 133,080

12 — — — 42

— 16,432 153 — 16,585

— 823 — — 823
— (12,781) — — (12,781)

1653 (1,653) — — —
305,994 2,821 153 (28) 308940
S LISSIN 20 3504 4694 LIGSE
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METHODIST LE BONHEUR HEALTHCARE
BALANCE SHEET

January 2015

(in thousands)

ASSETS:
CURRENT ASSETS:
CASH & TEMPORARY INVESTMENTS:
UNRESTRICTED 885,752
RESTRICTED 18,358
TOTAL CASH & TEMPORARY INVESTMENTS 904,110
ACCOUNTS RECEIVABLE:
PATIENT 783,703
ALLOW FOR DBTFUL ACCTS & CONTR ADJ 562,962
NET PATIENT ACCOUNTS RECEIVABLE 220,741
MEDICARE / MEDICAID PROGRAMS 0
PLEDGE CAMPAIGN 3,425
OTHER 20,199
TOTAL ACCOUNTS RECEIVABLE 244,365
INVENTORIES 27,098
PREPAID EXP & OTHER CURRENT ASSETS 7,834
ASSETS LIMITED TO USE-CURRENT PORTION 868
TOTAL CURRENT ASSETS 1,184,275
ASSETS LIMIT TO USE-LESS CURR PORTION 36,962
PROPERTY PLANT & EQUIPMENT-NET 897,937
UNAMORTIZED DEBT ISSUE COSTS 11,588
SWAPS MARKET VALUE 0
PLEDGE CAMPAIGN-LONG TERM 6,114
OTHER ASSETS 41,019
TOTAL ASSETS 2,177,895
LIABILITIES AND NET ASSETS:
CURRENT LIABILITIES:
ACCOUNTS PAYABLE 51,880
ACCRUED PAYROLL & PAYROLL TAXES 32,575
ACCRUED PTO 33,496
ACCRUED SELF INSURANCE COST 15,597
ACCRUED INTEREST 6,025
OTHER ACCRUED EXPENSES 4,642
MEDICARE / MEDICAID PROGRAMS 45,380

LONG TERM DEBT-CURRENT PORTION 15,468

7



TOTAL CURRENT LIABILITIES

LONG TERM DEBT LESS CURRENT PORTION
ACCRUED PENSION LIABILITY

HPL LONG TERM RESERVE

SWAPS MARKET VALUE

OTHER LONG TERM LIABILITIES

MINORITY INTEREST

TOTAL LIABILITIES

NET ASSETS:
UNRESTRICTED
TEMPORARILY RESTRICTED
PERMANENTLY RESTRICTED
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

205,063

568,484
118,512
18,732
69,785
4,204
1,917

986,697

1,162,293
25,264
3,641

1,191,198

2,177,895

72



Methodist Healthcare — Memphis Hospitals
Income Statement

Period Ended January 2015

($000°s)

Revenues
Gross patient service revenues
Deductions from revenue

Net patient service revenues

Other Operating Revenue
Other Non-Operating Revenue

Total revenues

Expenses
Salaries and benefits
Supplies and other
Depreciation and amortization

Interest
Total expenses

Net Income

73

478,473

357,893

$

120,580

5,661
(407)

125,834

47,373
62,252
6,718

(1,038)

115,305

10,529



C: Orderly Development (1)
List of Managed Care Contracts
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C: Orderly Development (7)(c)
License from
Board of Licensing Health Care Facilities
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FEB 22 2.

STATE OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
781-8 AIRWAYS BOULEVARD
JACKSON, TENNESSEE 38301-3203

February 13, 2008

Ms. Peggy Troy, Administrator
Memphis Healthcare Memphis Hospitals
1211 Union Avenue, Ste 700

Memphis, TN 38104

RE: Licensure Surveys

Dear Ms. Troy:

On January 17, 2008, licensure surveys were completed at your facility. Your
plans of correction for these surveys have been received and were found to be
acceptable.

Thank you for the consideration shown during this survey.

Sincerely,

Celia Skelley, MSN, RN W

Public Health Nurse Consultant 2

CES/T]W
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APR O 2008

STATE OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
781-B AIRWAYS BOULEVARD
JACKSON, TENNESSEE 38301-3203

March 31, 2008

Ms. Peggy Troy, Administrator
Methodist Healthcare Memphis Hospitals
1211 Union Avenue, Ste 700

Memphis, TN 38104

Dear Ms. Troy:

On March 17, 2008, a surveyor from our office completed a revisit to verify that your facility had
achieved and maintained compliance. Based on our revisit, we found that your facllity had
demonsirated compliance with deficiencies cited on the annual survey completed on January 17,
2008.

If this office may be of any assistance to you, please call 731-421-5113.

Sincerely,

Célia Skelley, MSN, RN Tu)
Public Health Nurse Consultant 2

CSTwW
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Methodist Healthcare
Memphis Hospitals
Memphis, TN

has been Accredited by

The Joint Commission
Which has surveyed this otganization and found it to meet the requirements for the

Hospital Accreditation Program

April 20, 2013

Accreditation is customatily valid for up to 36 months.

Otganization ID #: 7874
Re . Patchin, MD. Psint/Reptint Date: 06/19/13
Chair, Board of Commissioners
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'%w Joint Commission

June 11,2013
Re: # 7874
CCN: #440049
Program: Hospital
Accreditation Expiration Date: April 20, 2016

Gary S. Shorb
President/CEO

Methodist Healthcare Memphis Hospitals
1211 Union Avenue

Memphis, Tennessee 38104

Dear Mr. Shorb:

This letter confirms that your April 15, 2013 - April 19, 2013 unannounced full resurvey was conducted
for the purposes of assessing compliance with the Medicare conditions for hospitals through The Joint
Commission’s deemed status Survey process.

Based upon the submission of your evidence of standards compliance on June 03, 2013 and June 04,
2013, the areas of deficiency listed below have been removed. The Joint Commission is granting your
organization an accreditation decision of Accredited with an effective date of April 20, 2013. We
congratulate you on your effective resolution of these deficiencies.

§482.11 Compliance with Federal, State and Local Laws
§482.13 Patient's Rights

§482.25 Pharmaceutical Services

§482.41 Physical Environment

§482.51 Surgical Services

The Joint Commission is also recommending your organization for continued Medicare certification
effective April 20, 2013. Please note that the Centers for Medicare and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare participation and the
effective date of participation in accordance with the regulations at 42 CFR 489.13. Your organization is
encouraged to share a copy of this Medicare recommendation letter with your State Survey Agency.

This recommendation applies to the following location(s):

Breast Diagnostic Center - Germantown
7945 Wolf River Blvd., Germantown, TN, 38138

Cardiovascular Outpatient Diagnostic Center
7460 Wolf River Blvd., Germantown, TN, 38138

www.jointcommission.org Headquarters
Onc Renaissance Boulevard
Oakbroolk Terrace, IL 60181
630 792 5000 Voice
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'%le Joint Commission

Le Bonheur Children's Hospital
848 Adams, Memphis, TN, 38103

Le Bonheur Children's Hospital Audiology
7945 Wolf River Blvd., Germantown, TN, 38138

Le Bonheur Cordova Urgent Care
8035 Club Parkway, Cordova, TN, 38018

Le Bonheur East Diagnostic Center
806 Estate Place, Memphis, TN, 38120

Le Bonheur Urgent Care at Hacks Cross
8071 Winchester Rd., Ste. 2, Memphis, TN, 38125

Le Bonheur Urgent Care East
806 Estate Place, Memphis, TN, 38120

Methodist Comprehensive Wound Healing Center
1251 Wesley Drive, Suite 107, Memphis, TN, 38116

Methodist Diagnostic Center Germantown
1377 South Germantown Rd., Germantown, TN, 38138

Methodist Germantown Radiation Oncology Center
1381 South Germantown Rd., Germantown, TN, 38138

Methodist Healthcare Outpatient Services
100 North Humphreys Blvd., Memphis, TN, 38120

Methodist Healthcare Outpatient Services
1588 Union, Memphis, TN, 38104

Methodist Healthcare Qutpatient Services
240 Grandview Drive, Brighton, TN, 38011

Methodist Le Bonheur Germantown Hospital
7691 P_oplar Avenue, Germantown, TN, 38138

Methodist North Hospital
3960 New Covington Pike, Memphis, TN, 38128

Methodist Sleep Disorders Center
5050 Poplar Suite 300, Memphis, TN, 38114

www.jointcommission.org Headquarters
One Renaissance Boulevard
Oakbrook Tesrace, IL 60181
630 792 5000 Voice
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';Khe Joint Commission

Methodist South Hospital
1300 Wesley Drive, Memphis, TN, 38116

Methodist University Hospital
1265 Union Avenue, Memphis, TN, 38104

MHMH GI Lab - Southwind
3725 Champion Hills Drive, Memphis, TN, 38125

Midtown Diagnostic Center
1801 Union Ave, Memphis, TN, 38104

North Comprehensive Wound Healing Center
3950 New Covington Pike, Memphis, TN, 38128

We direct your attention to some important Joint Commission policies. First, your Medicare report is
publicly accessible as required by the Joint Commission’s agreement with the Centers for Medicare and
Medicaid Services. Second, Joint Commission policy requires that you inform us of any changes in the
name or ownership of your organization, or health care services you provide,

Sincerely,

DNt (blht;,

Mark G. Pelletier, RN, MS
Chief Operating Officer
Division of Accreditation and Certification Operations

cc: CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff

www.jointcommission.org Headquarters
One Renaissance Boulevard
Oakbrook Tesrace, IL 60181
630792 5000 Voice
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celebration of the mostly
‘1970s pop scene as hved
by singer-songwriter Pe-

~ter Allen.

Who, youmight ask? As
the old saying goes, you
-might not know the name,
‘but you know his music.
He was a born entertain-
er from Australia who
‘went for ‘the brass ring
and found it when he im-
‘pressed Judy Garland. She
‘brought him to America
where he performed and
‘wrote music and married
‘the boss” daughter, Liza

‘Minelli. Soon enough; the -

couple divorced, and Al-
'len came out of the closet,
‘hooked up with his true
‘love, Gregory Connell,
‘and achieved stardom of
‘his own, recordmg albums
and performing in clubs
-and cabarets, embracing
‘the gay culture that had
been liberated in the ’60s.
* - This biographical juke-
box musical stitches his
'songs together with him

narrating his life story,
From nrecocione heein-

= S T e

N

‘well represented in the

first act to keep him from
talking too: much about
himself.

It’s the fault of the musi-
cal, not of the performers.
Theleads, in fact, are thor-

oughly entertaining, with

Broadway veteran Josh
Walden shimmying, shak-
ingand belting out Allen’s
tunes with great “devotion.

He is on stage for almost ;

the entire show, and it’s
extraordinarily physu:al

performance — singing, |

dancing and acting.
The world is more fa-
miliar with Judy and Liza,

and cheers toDebbie Litch

and Emily F. Chateau for

taking on those larger-
than-lifa ladiee Titeh and

e e

AT

a Reason” is beautiful). -
There are plenty of disco

era-influenced tunes, but

also some rather bitter-
sweet ballads.
The musical perfor-

’: . ‘'mances were almost all
1 good, and there were
some other elements of

the production that were
notable — the band was
tops, the choreography
sharp, lighting spot on.
Sometimes, however, en-
thusiasm stood in for fi-

nesse, and once ina while,

it seemed something was
missing, like:about half the
ensemble. Big production
numbers work better with
more bodies.

The show first opened

in Australia in the late’

1990s and yan for a year on
Broadway with Hugh Jack-

“manin the lead role. Since

it closed on Broadway in
2004, it’s been unavail-
able in the United States.
But Litch, who is executive

producer at Theatre Mem-
nhic wrantad the chaw and

R e VTSI T L S |

‘SUBSTITUTE

TRUSTEE'S SALE

Sale atpublic auction wilibe.

arch 23, 2015 at

10 00AM local time, at the
east door, Lauderdale
County Courthouse, 100
Court Square, Ripley, Ten-
nessee pursuanfito Deed
of Trust executed by Rob-

C. Buslg, Jr., 8 single
fo Arnold Welss,
as  trustee for
Murirlmgu Electronic Reg-
Istrafion Systems, Inc. as
nominee for- Franklin
Amaricun Mortgage Com-
pany. A Tennessee Corpo-
ratlon on September 30,
2011 at Record Book 630,
Page 197; conducted . by
Shapiro & Ingle, LLP hav-
Ir&? een appointed Substl-

e or Successor T
all of record In the Lauder-
dale County Reglster’s Of-
fice, Default has occurred
In the performance of the
covenants; terms, and
conditions of sald Deed of
Trust and the entire In-
ccilaavea:gass hgs l-.leel:r|1l de-

ed due.and payable.
Party Entitled to' Enforce
the Debt: Wells Fargo'
Bank, NA, Its sUccessors
_andasslgns

Alna,

approximately $8,750,000.

901-516-0679

NDTIFIBATIDN OF INTENT TO APPLY FOR

A GERTIFICATE OF-NEED
This-Is to-provide official notice:to: the Health Services ant
Development Agency and all interested parties, in accordance-
with T.C.A. § 68-11-1601 et seq., and the Rules of the Health
Services and Development Agency, that Methodist Healthcare-
Memphis Hospitals-d/b/a Methodist South Hospital (a general |
hospital), owned ‘and managed by Methodist Heaithcare-
Memphis Hospitals: (a.not for. profit corporation), intends to
file an application for a Certificate of Need for the renovation
and expanslon of the Emergency Department (ED) and related
argas:at 1300 Wasley Drive, Memphis, TN 38116. The project
Involves approximately' 12,800 square. fest of new spaca
and 9,950 of renovated space. This project does not involve
inpatient beds, Initiation of services or addition . of -major
medical equipment. The estimated total project costs are

The anticipated date of filing the application is on or before
March 13, 2015. The contact person for this project is Carol
Weidenhoffer, Senlor Director of Planning and Business
‘Davelopment, who may be reached at: Methodist Healthcars, -
1407 -Unlon Avenue, Suite 300, Memphis, TN, 38104,

Upon wrillen request by Interested  parties, -a local
Fatl-Finding public- hearing. shall be conducted. Written
requests for hearing-should be sent to:

Health Services and Development Agency
Andrew Jackson Building, Sth Floor
= ° 502 Deaderick Streel
Nashuille, TN 37243

Pursuant fo T.C.A. § 58-11-15070:]{1% (A). Any heallh
care institution wishing to oppose a

application must file a written nolice with the Healih
Services.and Development Agency no'laler than fifieen (15)
days betore the: regularly scheduled Health Services and .
Development Agency meeling .at which the application is
originaily scheduled; and (B) Any olther person’wishing to
oppose the applicalion must file. written'objection with the
Health Services and Development Agency at or prior fo the
consideration of the application by the Agency.

the Paul E. Newman lot
north 40-degrees west 100
feet to the point of begin-
ning and containing 16,192
square feat, more or less.
Third L.
BEGINNING at a stake on
the east rnaraln of the
rlghiufwavof lghway 19,
the ‘corner of
the urig'Inal J.H. Roblson
Ir:::rmd h? guuihwasi é.:u?rl
CI a o WWWG (]
J.H. Roblsion by E.M.
White, In Book 45, pagesdl:l.
LC, Tennessee; run:
thence south with the eusi
margin of HI hwa 19
distance of 7 to a
stake In the nur'rh margin
of Boyd Street; thence east
or northeast with
In of Boyd Streei
o a stake the corner
of alot conveved to Ander-
son Ben IeZ by J.H. Rabl-
Sorded 1o said Rekhers
n sa egister’s
-Offlce; thence with Bent-
ley's lot In a northwesteriy
direction 54 feet o a locust
free standing by Herbert
Roblson’s arage, thence
northeast 20 feet to anIron
sfaica.. thence northwest-
erly 14feetto an Iron stake
Int margln of sald E.M.

tadot convenead o Ral

erificate of ‘Need

_—m— A A debtnm ———— Tt = — -




AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF __ SHELBY

e
j—‘-‘"nf W‘; {H;‘w‘l-’bﬂ } } '/ , being first duly sworn, says that he/she is the applicant nam ed
in this application or his/her law ful agent, that this project will be completed in accordance with the
application, that the applicant has read the directions to this application, the T ennessee Health Services
and Development Agency and T. C.A. § 68-11-1601, et seq., and that the responses to questions in this

application or any other questions deem  ed appropriate by the Tennessee Health Services and
Development Agency are true and complete.

Ny eve/@;o Mebipded oot

Signature/Title

Sworn to and subscribed before me 212 the ? day of"'/rmal/lw a Notary

Public in and for the County of ™) /\ , State of Tennessee.

/ TARY PUBLIC AR/ PR

: 'o .-’?"_
My Commission expires 171 ’9\ 7 “/b/ s

- '3
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,
4
L]
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d 7]

HF-0056
Revised 7/02 - All forms prior to this date are obsolete
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LETTER OF INTENT ‘
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general
circulation in Shelby County, Tennessee, on or before March 10, 2015 for one day.

e T T T P ———————
o T e e o o e et T et M et S ) e Bt B i i B ] B i S M, B B B s B s o o o o i o B P e o P o P e e e e e R Pt o S S o o S e £ e o o s o o o o

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that Methodist Healthcare-Memphis Hospitals d/b/a Methodist South Hospital (a general hospital), owned and
managed by Methodist Healthcare-Memphis Hospitals (a not for profit corporation), intends to file an
application for a Certificate of Need for the renovation and expansion of the Emergency Department (ED) and
related areas at 1300 Wesley Drive, Memphis, TN 38116. The project involves approximately 12,800 square
feet of new space and 9,950 of renovated space. This project does not involve inpatient beds, initiation of
services or addition of major medical equipment. The estimated total project costs are approximately
$8,750,000.

The anticipated date of filing the application is on or before March 13, 2015. The contact person for this project
is Carol Weidenhoffer, Senior Director of Planning and Business Development, who may be reached at:
Methodist Healthcare, 1407 Union Avenue, Suite 300, Memphis, TN, 38104, 901-516-0679.

COU\/@{ \’\!MCL*:M,A 3 9 l |5~ Carol.Weidenhoffer@mih.org

(Signature) (Date) (E-mail Address)

St o et et e e e o et s S St et e S S o S et e A B o Mt M St Bt S i e 4 e e e e St S e £ e e St S e e e e e B e S T S o e S S

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

e e o o o o e e o e e o o i e o o o o e e e et e e o e e e e e T et P o e B . P et et B . ot S o e o o o e e L N E S E T

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

o T T T T I T p——
T T e T e S e B e T S e S e e e S S e o e . o e e e S e B e e B B P e o S P P P o P o P o P e S e B S o S o P et o P2 S P P 1 S o 1 St e ot P o

HF0051 (Revised 01/09/13 — all forms prior to this date are obsolete)



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

April 1, 2015

Carol Weidenhoffer, Senior Director of Planning and Business Development
Methodist Healthcare

1407 Union Ave, Suite 300

Memphis, TN 38104

RE: Certificate of Need Application -- Methodist Healthcare-Memphis Hopitals d/b/aMethodist
South Hospital - CN1503-008

The renovation and expansion of the Emergency Department and related areas of the hospital campus at 1300
Wesley Drive, Memphis (Shelby County), Tennessee. The project does not involve an increase of the
hospital’s ED rooms, the addition of inpatient beds, initiation of services or addition of major medical
equipment. The service area mirrors the service area of the existing ED — primary service area is Shelby
County and secondary is Desoto County, Mississippi. Project cost is $8,741,872.00

Dear Ms. Weidenhoffer:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need.

Please be advised that your application is now considered to be complete by this office. Your
application is being forwarded to the Tennessee Department of Health and/or its representative for
review.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on April 1, 2015. The first sixty
(60) days of the cycle are assigned to the Department of Health, during which time a public
hearing may be held on your application. You will be contacted by a representative from this
Agency to establish the date, time and place of the hearing should one be requested. At the end of
the sixty (60) day period, a written report from the Department of Health or its representative will
be forwarded to this office for Agency review within the thirty (30)-day period immediately
following. You will receive a copy of their findings. The Health Services and Development
Agency will review your application on June 24, 2015.



Carol Weidenhoffer, Senior Director of Planning and Business Development

1407 Union Ave, Suite 300
March 1, 2014
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of
need file.

) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.

Sincerely,

O WA NN T

Melanie M. Hill
Executive Director

e Trent Sansing, CON Director, Division of Health Statistics



State of Tennessee

Health Services and Development Agency
Andrew Jackson, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.th.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

FROM: Melanie I&“&Mﬁ ;

Executive Director
DATE; April 1, 2015

RE: Certificate of Need Application
Methodist Healthcare-Memphis Hopitals d/b/a Methodist South
Hospital - CN1503-008

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on April 1, 2015 and
end on May 1, 2015.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

ec; Carol Weidenhoffer, Senior Director of Planning and Business Development
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Filed March 2015
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1. Section A, Item 9
As noted by the applicant, the applicant is one of five primary hospitals
whose 156 icensecf’ ]IJ)EdS are included in the 1,583 bed combined license of
Methodist Healthcare-Memphis Hospitals. Please also provide a bed
complement table the breakout by service for all combined licensed beds of
the parent organization.

Please see Attachment 1 for the Methodist Healthcare-Memphis Hospital bed
chart. As noted in the application, the applicant, Methodist Healthcare-
Memphis Hospitals, is a not-for-profit corporation that operates five Shelb}r
County hospitals under a single license: Methodist University Hospital,
Methodist North Hospital, Methodist L.e Bonheur Germantown Hospital, Le
Bonheur Children’s Hospital and the focus of this application, Methodist
South Hospital.

2. Section B, Project Description Item IL.A
The Square Footage Chart is noted. To complement the description and
chart, please complete the table below showing a breakout of the 37 acute
and non-acute/fast track rooms as described in this section (Item 2, page 8)
and Section C (Item 1, pages 16-18). Please also include approximate size in
square feet at project completion. Note: the table below is provided for
convenience only - please feel free to alter it as appropriate to reflect the types
of rooms noted in the project description.

Type Room/Station Main ED ED New Total
Addition

Exam Rooms 12 0 12

Trauma/ Resuscitation Rooms 2 0 2
Chest Pain Center 3 0 3

Security Hold* 1 0 1

Bariatric Exam Room 1 0 1
Infectious Disease Room 1 0 1

Fast Track 0 10 10

Clinical Decision Exam Rooms 0 5 5
Triage (Swing) Exam Rooms 0 2 2
Total Treatment Spaces 20 17 37

*HSDA staff was unsure whether or not Security Hold Rooms are included in
the project? Please confirm.

Methodist South referred to the Security Hold room as the Behavioral Health
specialty and swing room in the original application and the floor plans
identified it as a swing room. Please see revised floor plans in Attachment 2
showing the Security Hold room in the main ED along Exe outside wall on the
north side of the building. As noted in the application, the Security Hold
room will contain steel walls that can be shuttered to close off access to gases
and other equipment in the room.

In regard to capacity planning for the proposed project, there were multiple
sources consulted angl) considered, yet an overarching goal of this projectis to
minimize costs while optimizing space and functionality.
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Over the past 25 years, planning criteria for determining annual visits per ED
bed has steadily changed from 1800-2000 visits in the 1980’s and early 1990's to
1300-1700 visits per bed today. According to the Emergency Department
Benchmarkinl% Alliance (EDBA) and 2013 survey data, the ranéle of patients
treated per ED bed is 1,368 to 1,717 for adult beds. Applying this range to the
thirty-seven ED beds in the proposed project, the range of annual ED visits is
50,616 to 63,529. There are many variables to “fine tune” the planning, but acuity
level is a primary variable; i.e., the higher acuity, the longer the stay and hence,
the more stations are required. Methodist South is plannirhg an appropriately
sized ED for current and future capacity based on projected visit Fevels and
acuity mix (noted in #5 below) ang the planned throughput improvements
proposed in this project - such as the results waiting room and swing beds in the
triage area.

Are there designated areas for mobile crisis staff to conduct assessments and
law enforcement personnel?

As needed, these assessments will be done in the patient’s room. All rooms in the
proposed design will be private rooms which provide a secure setting for such
assessments. %:lere are also identified spaces such as the grieving rooms that
could be used if required.

In addition to the detailed description on pages 8 and 9, please also briefly
describe the project’s impact on improved access to supporting services such
as medical imaging and laboratory. Please feel free to use the table below as a
suggested visual.

The fifteen beds that are currently in the non-acute/fast track area in the attached
Medical Office Building (MO?}'[ will be moved adjacent to the main ED in the
hospital. The move will locate the fast track patients much closer to the radiology
(or imaging) department. Please see Attachment 2 for the floor plan that shows
the radiology department across the hall from the ED (the department
immediately adjacent to the ED - almost in the middle of the page).

Additionally, this means that patient transport will only have to pick up and
return patients from one ED area rather than two for services outside the ED, for
increase in throughput and efficiencies. This is true for lab services as well. The
lab is located a floor below the ED. The consolidation of ED services into a
single, contiguous space ensures improved access for fast track patients for all
support services including lab.

It appears that the project could increase hospital admissions as a result of
increased ED volumes. If so, what plans does the applicant have to increase
surgical capacity and expand available operating rooms?

Methodist South reviewed capacity in the departments that support the ED
including related inpatient and surgical services. The ED visit projections for the
first two years of gle project remain somewhat stable as compared to recent

ears. There is a minor shift to higher acuity levels as patients age as noted in #5
Kelow' Methodist South has seven operating rooms and currently has capacity to
handle an increase in surgery patients admitted through the ED.

The applicant provides a comparison on page 10 of the project cost to other
major construction projects of facilities in Shelby County. Please also compare

2

10:20am
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the project cost to the HSDA construction cost ranges (1%t quartile, median, 34

quartile) available on the HSDA website.

Total construction costs excluding site prep and construction contingency are
$4,728,050 (or $209 PSF). The costs of the project are reasonable and comparable
to similar renovations done throughout Methodist Healthcare over the last few
years and on recently approved CON’s. Costs are also reasonable and are
between the 15t Quartile and Median for total construction based on the chart
from the HSDA website comparing costs to recently approved applications. See
the cost per square foot comparisons below.

COST PER SQUARE FOOT COMPARISON WITH APPROVED PROJECTS

Date Cost per
CON Name Filed | Square Foot
Methodist University PET Nov-11 [ § 244
Renovation & Relocation
Methodist Memphis Hospital Nov-13 [ $ 145
Establish West Cancer Center
Le Bonheur Children’s Hospital Nov-13 [ $§ 152
Establish Pediatric Outpatient Center
Campbell Clinic Aug-12 | § 244
Surgery Center Construction & Renovation
The Regional Medical Center — The Med Aug-12 [ $ 225
Hospital Construction & Renovation
Baptist Memorial Women’s Hospital Dec-12 | § 238
ED Construction & Renovation
HOSPITAL CONSTRUCTION COST PER SQUARE FOOT
YEARS: 2011-2013
Renovated New Total
Construction Construction Construction
1st Quartile $107.15/sq ft $235.00/sq ft $151.56/sq ft
Median $179.00/sq ft $274.63/sq ft $227.88/sq ft
3rd Quartile $249.00/sq ft $324.00/sq ft $274.63/sq ft
Source: CON approved applications for years 2011 through 2013
http:/'www.tennessee.gov/hsda/applicants_tools/docs/Construction%20Cost%20Per%20Square%20Fo0t%

20charts.pdf

3. Section B, Project Description, Item IIL. (Plot Plan)
The floor plan of the ED showin

outline or
the plot plan.

Please see Attachment 3 for the revised
main ED. Please note the proposed desi

patient areas, ambulance conveyance,
relationship to the existing hospital and MOB, and parking is noted. Please
ighlight the ED area contained in the existing hospital area of

lot plan that outlines the existing
makes the acute and non-
acute/fast track ED areas contiguous with the fast track moving from the
attached MOB (also noted on the plan) to the new ED addition (in blue). The

10:20am
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efficiency, turnaround, and throughput improvements are numerous and
stated in detail in the application.

Section C, Need, Item 1 (Project Specific Criteria)

Item 3.a. éDemand for Project):

The key factors justifying the need for the project, including age of the ED,
80% increase in utilization since 2006 and space constraints, are noted. On
average over the most recent 12-months, how many d?s was the existing
ED at maximum capacity resultinlgl in ambulance diversions to other
hospital EDs close to Methodist South Hospital?

Based on a review of documentation maintained in the ED, Methodist South
was at capacity and on ambulance diversion approximately 45 days over the
most recent 12-month period. The proposed project will help to remedy this
by improving turnaround times and patient flow in a single contiguous space
with improved capacity from innovations such as the results waiting room.

Patient safety and quality is of the upmost importance to Methodist
Healthcare, and any barriers to workflow and patient flow must be removed
to ensure the highest quality of care. The goal with the new design is to create
adequate cliniceﬁ space, flexible room configuration, and streamlined designs
to deliver patient and family centered care to patients for all acuity levels. The
more efficient flow in the proposed ED has fewer touch points and
consolidates work zones for more efficient and timely care for all acuity levels

Section C, Need, Item 6

Please complete the following table to complement the ED Visit Utilization
Table provided on page 24 of the application. In your response, please
prglvide a legend that defines each acuity or severity level shown in the
table.

METHODIST SOUTH ED VISITS BY BILLED ACUITY LEVEL
Actual 2010-2014, Projected 2017-2018

10:20am

Acuity Level

Actual
2010

Actual
2011

Actual
2012

Actual
2013

Actual
2014

%
Change
2010-14

Projected
2017

Projected
2018

Level I

851

1,138

1,664

1,253

758

-11%

718

723

Level I

6,172

7,257

7,875

7,118

6,901

12%

6,679

6,721

Level III

19,055

19,394

20,847

21,277

21,143

11%

21,076

21,209

Level IV

18,332

19,283

19,382

18,971

20,043

9%

20,153

20,280

Level V

10,877

11,998

12,657

13,398

13,289

22%

13,388

13,473

Level VI

235

276

234

283

404

72%

383

385

Total

55,522

59,346

62,659

62,300

62,538

13%

62,397

62,791

Annual
Growth Rate

7%

6%

-1%

0%

0%

0%

1%

The table above identifies the number of gatients treated in the ED by each acuity

level based on the billed CPT code.

ee the response to #9 below for the

descriptions of each acuity level/CPT code. For quick clarification, Level 1
Eal:ients have the lowest acuity utilizing most likely the fewest resources, and
evels V and VI are the highest acuity levels and most critical patients.
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Of the patients whose visits fall within the severity levels noted in the table,
what percentage typically are admitted as inpatients and what percentage of ER
patients are typically admitted for observation?

In review of the Methodist South internal financial statistics, the most recent
average percentage of patients treated in the ED that are ultimately admitted as
inpatients is 8.7% with an additional 6.0% admitted for observation. ED visits
are projected to remain somewhat flat for the first two years of the project as
compared to the last three years %2012—2014). As noted in the methodology and
ED visit projections, the hospital forecasts a slight shift from the lower acuity to
the higher acuity levels while total volumes remain constant. Some of this is
driven by Methodist population health projects which will navigate lower acuity
patients to medical homes and other lower cost sites for care. This decline is
tempered with the aging population and projections that more complex patients
will present for services in the ED from this service area. Methodist South has
capacity and adequate inpatient and observation resources to provide quality care
for all patients treated and released or admitted for additional treatments.

What percentage of total admissions were generated through the Emergency
Department for the hospital’s most recent calendar year period?

In review of the Methodist South internal financial statistics, the most recent
calendar year shows that 86% of total admissions were generated through the ED.
As stated in application, the ED is the “front door” for Methodist South and this
statistic is proof of that statement. Given this, it is imperative the hospital
continue to improve patient flows, physician and clinical workflows, and patient
experience in this department.

In addition to the information provided on page 20 of the application, it would
be helpful to have an appreciation of utilization in 2013 by zipcode by severity
(Levels 1-V) by completing the table below using data from internal hospital
discharge data base or otﬁer reliable sources known to the applicant. As a
suggestion, the applicant may want to limit the data to the “Top 5” Shelby
County zipcodes that accounted for approximately 80% of total ED visits in
2014.

See ED volumes by acuity bfl tOF 5 zips below for more granular information on
the service area and acuity levels. Over 90% of ED visits originate from Shelby
County.

HOSPITAL ED VISITS BY PATIENTS 5 TOP ZIPCODES IN PSA, 2013

10:20am

Zipcode

Level 1
CPT
99281

Level 2
CPT
99282

Level 3
CPT
99283

Level 4
CPT
99284

Level 5
CPT
99285

Level 6
CPT
99291

Total ED
Visits

% Total
Visits

38109

412

2,256

6,868

5,726

4,524

115

19,901

32%

38116

331

2,120

5,902

5117

3,393

66

16,929

27%

38106

107

538

1,621

1,422

1,052

18

4,758

8%

38118

82

467

1,402

1,241

825

21

4,038

6%

38114

54

369

989

915

600

7

2,934

5%

Other Shelby County

180

931

2,983

2,814

1,708

24

8,640

14%

Other TN Counties

2

26

66

69

79

2

244

0%

Other States

85

411

1446

1,667

1,217

30

4,856

8%

Total

1,253

7,118

21,277

18,971

13,398

283

62,300

100%
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6. Section C, Economic Feasibility, Item 1 (Project Costs Chart)

Please identify the amounts in the Project Costs Chart that total to the

$5,720,058 construction cost shown in the Square Footage Chart on page 10

of the application.

Please see the following chart showing how $5,720,058 of construction costs

from page 10 are accounted for in the Project Cost Chart on page 26 of the

application.

The construction costs ($4,054,930) plus the chiller ($663,120) and canopy work
$10,000) are included as construction costs of $4,728,050. The site work
$437,003) and helistop ($35,000) are included as site preparation costs of

72,003. And the construction contingency ($520,0(|]:F is combined with
equipment and other contingency estimates for a total of $893,708 in the

Project Cost chart.

METHODIST SOUTH CONSTRUCTION COSTS
RECONCILED TO PROJECT COSTS
Line § Line 4 Line 6
Construction Preparation | Contingency
Costs from of Site Costs Costs
Total Project Cost | from Project | from Project
Costs from Cost per Square Construction Chart Cost Chart Cost Chart
Footage Chart Page 10 Page 26 Page 26 Page 26
A. Unit / Department
Existing Emergency Department $742,650 $742,650
Connecting
Corridor/Gallery/Vestibule $66,880 $66,880
Emergency Department Addition $3.,245,400 $3,245,400
B. Unit/Depart. GSF
Sub-Total $4,054,930 $4,054,930
C.Total GSF $4,054,930 $4,054,930
OTHER
Demolition of Existing Canopy $10,000 $10,000
Site Work $437,003 $437,003
Chiller/Infrastructure Upgrades $663,120 $663,120
Helistop for Helicopter $35,000 $35.,000
SUBTOTAL CONSTRUCTION
& SITE WORK $5,200,053
Construction cost escalation (10%
subtotal) $520,005 $520,005
Total $5,720,058 $4,728,050 $472,003 $520,005
Plus Equipment and other
Contingency Costs $373,703
Total $5,720,058 $4,728,050 $472,003 $893,708
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Line 9 contains $125,000 for “cost of movements to keep ED operating
during construction”. Please briefly describe what this entails in terms of
the phasing of the project and the use of other existing space on a temporary
basis, such as space adjacent to the main ED that may be available during
construction activity.

Given the hospital plans to construct new space and renovate existing ED
s]ivace while continuing to trea’aﬁatients in these areas, there are detailed
phasing plans for this project. e cost of movements is for the temporary
relocation of clinical spaces, patient rooms, and equipment. The phases will be
staged so that the adlsiition to the building is constructed first and then the
existing ED will be renovated. The new construction (new fast track area) will
be use§ in addition to the existing fast track area in the MOB to temporarily
relocate work areas and patient rooms while the existing acute areas are
staged and renovated.

An example of such costs is the renovation of the existing resuscitation rooms.
Two new specialty rooms (the bariatric and infectious disease rooms) will be
renovated first and equipped to temporarily function as resuscitation rooms
while the two existing resuscitation rooms are being renovated. This will
require running %ases and data lines as well as relocatin e%uj ment into
those two rooms for the renovation phase. This estimated %12 ,000 cost will
cover the phasing process.

The March 9, 2015 letter from the architect is noted. Please identify the
name(s) of the primary guidelines that might specifically apply to ED
projects of this type.

The primary guidelines for construction projects that are applied to this project
are Iie 2010 Guidelines for Design and Construction of Health Care Facilities
published by the Facility Guidelines Institute. These guidelines will be
adhered to for the proposed construction and renovation project. Other
guidelines for capacity are discussed in more detail in question #2 above.

. Section C Economic Feasibility Item 4 ( Historical Data Chart)

The chart for the parent organization is noted. Review of the Combined
Statements of Operation revealed what appears to be total net revenues of
$1,582,295,000 for the period ending January 2013 in lieu of $1,422,599,000
shown in the Historical Data Chart. Please briefly describe what accounts
for the difference.

For the period ending December 31, 2013, the Combined Statements of
Operations (page 69 - Attachment C: Economic Feasibility (10) Financial
Statements) of the original application show Total Net Revenue of
$1,582,295,000. This audited statement is for Methodist Le Bonheur Healthcare
and Affiliates which includes all entities within the Methodist Healthcare
system. This includes Methodist Fayette Hospital, Methodist Olive Branch

ospital, and Methodist Extended Care Hospital, as well as physician
K/{acﬁces, foundations, and Affiliated Services (Homecare, Hospice, and Home

edical Equipment.) As such, total net revenues for combined operations are
i/rleater than net revenue for the individual entity - Methodist Healthcare

emphis Hospitals. Please refer to the Historical Data Chart on page 29 in the
original application or Attachment 7A (placed here for easier access) for the

10:20am
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Methodist Healthcare-Memphis Hospitals financials which were populated with
audited numbers

Additionally, the $125,834,000 amount shown in Income Statement on page
73 of the application appears to be significantly lower than the financial
results for fiscal year 2013. Please clarify.

Please note the Income Statement on page 73 of the application is for Methodist
Healthcare-Memphis Hospitals as of January 31, 2015. As such, this data
represents one month of revenues in the current year. In order to compare this
amount to a full year (or twelve month period), the figure must be annualized,
$1,510,008,000 ($125,834,000 * 12).

Please also provide a Historical Data Chart for the Emergency Department.

Attachment 7B is the Historical Data Chart for the Methodist South ED
Department Project only which includes all patients treated in the ED as well
as any related inpatient, outpatient, ambulatory surgery or observation
admission.

. Section C, Economic Feasibility, Item 4 (Projected Data Chartz

The base salary amount for the 117 full time equivalent (FTE) positions
classifications provided for the Emergency Department on page 35 amounts
to an annual salary and wage cost of approximately $5.1 million. Even if
adjusted for benefits, the amount is significantly lower than the $29,156,000
budgeted for Year 1 in Salaries and Wages (Line D.1) of the chart. Please
clarify how the amounts in the chart were determined.

The Projected Data Chart on page 30 of the agph‘cation includes all salaries for
staff that treated and admitted from the ED. As previously stated, 86% of
inpatient admissions are generated from the ED. Therefore, a majority of the
total hospital’s expenses are included as Project Only expenses and included
in the Projected Data Chart. For example, the portion of inpatient nursing
salaries alfocated to inpatients admitted through the ED are included in the

Projected Costs for the ED Project.

The salaries shown on page 35 of the application only include ED and Access
staff as noted on the chart. The salaries on gagye 35 are not comparable to the
larger staffing numbers included on page 30. Yet, the Historical Data Charts
provided as Attachment 7B are comparable to the Project Only Projections for
comparison and trending,.

Please provide amounts to provide more detail for the “Other Expenses” of
the Projected Data Chart. Please identify same on the HSDA template
provided as Exhibit 1 at the end of this questionnaire.

See Attachment 8 for the Other Expenses chart which was inadvertently
omitted from the original application.

10:20am
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9. Section C, Economic Feasibility, Item 6 (Charges)
Please provide definitions of each of the five Levels of Acuity. As a

suggestion, please also identify the key CPT codes that apply to each level
e.g. those CPT codes that fall in the range of 99281-99285.

This response is based on information pulled directly from the American
Medical Association (AMA).

Level 1 (CPT 99281) Emergency department visit for the evaluation and
management of a patient, which requires these 3 key components:

¢ a problem focused history
e a problem focused examination
o straightforward medical decision making

Counseling and/or coordination of care with other providers or agencies are
provided consistent with the nature of the problem(s) and the patient's
and/or family's needs. Usually, the presenting problem(s) are self-limited or
minor.

Level 2 (CPT 99282) Emergency department visit for the evaluation and
management of a patient, which requires these 3 key components:

¢ an expanded problem focused history
e an expanded problem focused examination
e medical decision making of low complexity

Counseling and/ or coordination of care with other providers or agencies are
provided consistent with the nature of the problem(s) and the patient's
and/or family's needs. Usually, the presenting problem(s) are of low to
moderate severity.

Level 3 (CPT 99283) Emergency department visit for the evaluation and
management of a patient, which requires these 3 key components:

e an expanded problem focused history
¢ an expanded problem focused examination
e medical decision making of moderate complexity

Counseling and/ or coordination of care with other providers or agencies are
provided consistent with the nature of the problem(s) and the patient's
and/or family's needs. Usually, the presenting problem(s) are of moderate

severity.

Level 4 (CPT 99284) Emergency department visit for the evaluation and
management of a patient, which requires these 3 key components:

e adetailed history
* adetailed examination
e medical decision making of moderate complexity

9
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Counseling and/ or coordination of care with other providers or agencies are
provided consistent with the nature of the problem(s) and the patient's
and/or family's needs. Usually, the presenting problem(s) are of high
severity, and require urgent evaluation by the physician but do not pose an
immediate significant threat to life or physiologic function.

Level 5 (CPT 99285) Emergency department visit for the evaluation and
management of a patient, which requires these 3 key components within the
constraints imposed by the urgency of the patient's clinical condition and/or
mental status:

e acomprehensive history
e acomprehensive examination
¢ medical decision making of high complexity

Counseling and/or coordination of care with other providers or agencies are
provided consistent with the nature of the problem(s) and the patient's
and/or family's needs. Usually, the presenting problem(s) are of high
severity, and pose and immediate significant threat to life or physiologic
function.

Section C, Contribution to the Orderly Development of Health Care, Item
7.d

The copy of the most recent Joint Commission 2013 survey report and
verification letters for TN Department of Health survey in 2008 are noted. Is
there a copy of same noting deficiencies/plan of correction that applies
specifically to Methodist South Hospital?

See Attachment 10 for additional documents from the 2008 Licensure survey
that have been filed previously with other CONs. Methodist South is part of
the Methodist Healthcare-Memphis Hospital license which includes four other
acute care facilities. The applicant confirmed that are no specific notes that
apply specifically to Methodist South.

Outstanding Certificate of Need Project Updates

As recently requested by HSDA staff, annual progress reports are due by
April 1, 2015 for a) LeBonheur Children’s Hospital, CN1311-042A and b)
West Cancer Center, CN1311-043A.

If possible, please provide a copy of the Annual Project Reports for these
projects. Otherwise, please provide a brief, 2-3 sentence update for the
response to this question.

Please see updates for the requested projects. Annual Projects Reports will be
submitted later this week.

Le Bonheur Children’s Hospital, CN1311-042A - Pediatric Outpatient Center:

10
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Phase I has been completed and approved by the Tennessee Department
of Health, and we are planning on seeing patients in the space soon. Phase
I is approximately 10,000 square feet of renovated space on the second
floor Work will be stopped until the November 2015 relocation of the
West Clinic to their new location on Wolf River (see the project update
below). At that point renovation of the remainder of the building will
commence.

West Cancer Center, CN1311-043A - Comprehensive Cancer Center:
Phase 1 work has also been completed with this project. Phase 1 is
renovation of the non-clinical office area in the existing building. Work
toward the Phase 2 construction has begun including the new construction
of the linear accelerator vaults as well as the site work for a new parking
deck. Interior renovation work is currently underway on the east side of
the building on all three levels. The first phased occupancy of the interior
renovation work is planned for July 2015.

Additional Support for Application
Please see Attachment LETTERS OF SUPPORT and please amend to original application.

1
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ATTACHMENT 1

Methodist Healthcare-Memphis Hospitals
Bed Complement Table
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SUPPLEMENTAL- 1

March 25, 2015
10:20am

Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.

METHODIST HEALTHCARE-MEMPHIS HOSPITALS Licensed _*CON

>

o

&3 »nm

O ZEFrARS-EOTMEUOW

Medical

Surgical

Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR
Adult Chemical Dependency

Child and Adolescent Chemical Dependency
Swing Beds

Mental Health Residential Treatment
Residential Hospice

TOTAL
*CON-Beds approved but not yet in service

Current

1,085

Beds

Staffed
Beds

856

Beds
Proposed

TOTAL
Beds at

Completion

1,085

60

60

60

192

190

192

90

90

90

122

122

122

34

34

34

1,583

1,352

1,583

13
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ATTACHMENT 2

Revised Floor Plan to Identify

Security Hold Room
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ATTACHMENT 3
Revised Plot Plan to Identify

Existing ED
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ATTACHMENT 7A
Historical Data Chart
From Original Application

Methodist Healthcare-Memphis Hospitals
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HISTORICAL DATA CHART
Methodist Healthcare-Memphis Hospital

SUPPLEMENTAL- 1

March 25, 2015

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January

A. Utilization Data (Patient Days)
B. Revenue from Services to Patients

1. Inpatient Services

2.  Outpatient Services

3. Emergency Services

4.  Other Operating Revenue (See Attachment*)
Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1.  Contractual Adjustments
2.  Provision for Charity Care
3. Provisions for Bad Debt
Total Deductions
NET OPERATING REVENUE
Operating Expenses

1. Salaries and Wages
Physician’s Salaries and Wages
Supplies
Taxes
Depreciation
Rent
Interest, other than Capital

a) Fees to Affiliates
b) Fees to Non-Affiliates
9.  Other Expenses (See Attachment*)

Total Operating Expenses

PR R

Management Fees

E. Other Revenue (Expenses) — Net

NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1.  Retirement of Principal

2. Interest

Total Capital Expenditures
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

*Attachment C: Economic Feasibility Other

(Month).
Year 2012 Year 2013 Year 2014
350,714 350,492 335,100
(in thousands)

$ 2,547,551 $ 2,644,207 $ 2,678,760

2,028,543 2,218,430 2,405,178

285,982 298,270 328,626

29,498 44,223 56,953

$ 4,891,574 $ 5,205,130 $ 5,469,517

$ 3,052,543 $ 3,287,258 $ 3,516,744

338,430 341,292 357,553

142,763 153,981 145,199

$ 3,533,736 $ 3,782,531 $ 4,019,496

$ 1,357,838 1,422,599 1,450,021

$ 433,147 $ 438,363 $ 434,253

4.073 5,743 4,215

301,936 315,512 315,558

1,762 1,243 1,720

72,894 73,254 77,924

7,098 6,210 5,127

3,661 3,649 3,663

3,191 3,259 4,361

451,052 482,621 507,778

$ 1,278,804 $ 1,329,853 S 1,354,599

$ 33.243 34,763 34,385

$ 112,277 127,509 129,807

$ - $ -8 .

24,053 27,620 26,754

$ 24,053 $ 27,820 $ 26,754

$ 88,224 99,889 103,053

29
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ATTACHMENT 7B
Historical Data Chart

Methodist South Hospital - ED Project Only
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SUPPLEMENTAL-1

Historical Data Chart March 25, 2015
Methodist South Hospital- Emergency Department Project Only 10:20am

Give information for the last three (3) years for which complete data is available for the facilty or agency.
The fiscal year begins in January.

Year 2012 Year 2013 Year 2014

A. Utilization/Occupancy Data (discharges) 62,762 66,333 62,659
B. Revenue from Services to Patients -—- (in thousands) ----
1. Inpatient Services $ 166,851 182,193 160,454
2.  Outpatient Services
3. Emergency Services 136,609 156,985 162,700
4.  Other Operating Revenue see attachment
Gross Operating Revenue $ 303,460 339,178 323,154

C. Deductions for Operating Revenue
1.  Contractual Adjustments $ 232,849 261,302 256,414
2.  Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions $ 232,849 261,302 256,414
NET OPERATING REVENUE $ 70,611 77,876 66,740
D. Operating Expenses
1.  Salaries and Wages $ 28,795 32,303 27,092
2. Physician's Salaries and Wages
3. Supplies 7,909 8,542 8,162
4, Taxes
5.  Depreciation 1,620 1,660 1,493
6. Rent
7. Interest, other than Capital
8. Management Fees: a) Fees to Affiliates 7,334 8,145 7,691
b) Fees to Non-Affiliates
9. Other Expenses (Specify)_see attachment 20,771 22,010 18,069
Total Operating Expenses 66,429 72,660 62,507
E. Other Revenue (Expenses) -- Net (Specify) see attachment
NET OPERATING INCOME (LOSS) 4,182 5,216 4,233

F. Capital Expenditures
1.  Retirement of Principal
2. Interest

@ &N e &

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ 4,182 5,216 4,233

21



SUPPLEMENTAL- 1

Defining "Other" categories March 25, 2015
10:20am

Other Expenses:
Professional Fees
Contract Srvcs and Maint. Contracts
Support from Other Departments*
PAS & HIM Costs
Interest Expense
All Other Dept. not Otherwise Assigned

22
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March 25, 2015
10:20am

ATTACHMENT 8
Other Expenses

Projected Data Chart

23



1 Professional Fees

2 Contract Srvcs and Maint. Contracts

3 Support from Other Departments*

4 PAS & HIM Costs

5 Interest Expense

6 All Other Dept. not Otherwise Assigned

Total Other Expenses

SUPPLEMENTAL- 1

Projected Data Chart- Other Expenses
Methodist Healthcare-Memphis Hospitals

Year 1 Year 2
2017 2018
$ 771,025 $ 774,880
$ 1,381,708 $ 1,388,617
$ 8,292,219 $ 8,333,680
$ 1,893,576 $ 1,903,044
$ 371,193 $ 373,049
$ 6,076,175 $ 6,106,556
$ 18,785,898 $ 18,879,827

24
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Attachment 10

Additional Letters and Survey Results
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FEBSTAPOIB EMENTAL- 1

March 25, 2015
10:20am

STATE OF TENNESSEE
DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
781-B AIRWAYS BOULEVARD
JACKSON, TENNESSEE 38301-3203

January 29, 2008

Ms. Peggy Troy, AdmInistrator
Methodist Healthcare Memphis Hospitals
1211 Unieon Avenue, Ste 700

Memphis, TN 38104

RE: Licansure Surveys

Dear Ms, Troy:

Enclosed is the statement of deficlencles for the licensure surveys completed at your facility on January 17, 2008. Based
upaon 1200-8-1, you are asked to submit an acceptable plan of correction for achieving compliance with completion dates
and signature within ten (10} daye from the date of this letter.

Please address each deficlency separately with positive and specific statements advising this office of a plan of correction
thet includes acceptable time schedule, which will lead to the correction of the cited deficlencies. Enter on the right side
of the State Form, opposite the deficiencies, your planned action to correct the deficlencies and the expected
completion date. The completion date can be no longer than 45 days from the day of survey. Before the pian can be
considered “acceptable,” it must be signed and dated by the administrator '

Your plan of correction must contain the following:

» How the deficiency will be corrected;

» How the facliity will prevent the same deficlency from recuring.
» The date the deficlency will be corrected;

> How ongoing compliance will be manitored.

Please be advised that under the disclosure of survey information provisions, the Statement of Deficiencies will be
available to the public.

if assistance Is needed, please feel free to call me at 731-421-5113.
Sincerely,

Cella Skelley, MSN, RN
Public Health Conaultant Nurse 2

C8TwW
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PRINTED: 01/25/2008

suppPLEMENTAL- 1
i COMP
i RENTIFCSHORHINSEL ABULDING 03 - METHODIST NORTH BUIL iefrch 123, 22001 5
8 Wi :R0am
TNP531108 Ne 01/16/2008
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
[ON A
METHODIST HEALTHCARE MEMPHIS HOSPIT | oo T satoa T 00
4 ID ' SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (X8)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EAGH CORRECTIVE ACTION SHOULD BE COMPLETE
TAG REGULATORY OR LSC [DENTIFYING INFORMATION) TAG Cm&m%c&%lgg%E APPROFRIATE DATE
H 871] 1200-6-1-.08 (1) Bullding Standards H871  Bullding Standards

(1) The hospital must be constructed, arranged,
and maintained to ensure the safety of the
patient.

This Rule is not met as evidenced by:
Methodist North

Based on obssarvation, it was determined that the
tacility failed to maintain all parts of the building.

The findings included;

On 1/16/08 these items were found during the
tour of the building:

a. On the 5th floor a sprinkier head defector was
found bent by room 511 in the corridor.

b. On the 4th fioor the oxygen storage raom door
would not close and latch.

¢. On the 3rd floor a penetration was found
around the duct above the ceiling by room 308,

d. On the 2nd floor at the entrance of the Cath lab
by the elevators the hand rail had came lose from

. Sprinkler head was repalred.

full Inspection of cormidor sprinkler heads

a8 completed on 02/06/2008 with findings
7 bent heads from a total of 278

spected. These sprinkler heads will be

spections and annual full building
netration Inspections.

. Changed hand rall to wall guard.

lil inspect elevator service lobbles for best
plication of wall guerd versus hand raile

d change as appropriate.

)1/23/08

D1/17/08

the walil.

e. On the 2nd floor the fire doors(2-FD-222) at

the entrance of the Cath Lab did not close and S s repeaons and PG
: latch.

£. On the 2nd floor at the Cardiac Short Stay a : urr:nt‘hat all fire doors are Included In the

hole in the wall was found behind the fire door. program.

g. On the 1st floor In the O R Preop holding, L
i shr:;ge was being stored in the patient holding 1|:hT|::m::;h; ﬁmﬁ:ﬁéﬂ% o 01/18/08
] a s B

h. In the Newborn Instension Care has 2 of 3 e T e iiorh

Emergency Nights that did not work when tested. nd that this was the only door with an

i. The door to the oxygen storage room (140) did .

not close and latch, )

|- The smoke detector outside the Dialysis room

is approximately 12 inches from the supply vent

from the air conditioner. |f

Division of Health Care Faciities i X8y DATE
-

LABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

STATE

2

vadea1

if confinuation sheet 10f2




METHODIST HEALTHCARE MEMPHIS HOSPIT

1265 UNION AVE SUITE 700

MEMPHIS, TN 38104

STATEMENT OF DEFICIENCIES |11 PROVIDER/SUPPLIERICLIA (%2) MULTIPLE CONSTRUCTION 0c) Pariieiysh 25, 2015
AND PLAN OF CORRECTION COM
' 'OENTIFICATION NUMBER: A.BULDING 03 - METHODIST NORTH BIL 10:20am
B, WING :
TNP531109 01/16/2008
NAME OF PROVIDER OR SUPPLIER STREET AUDRESS, Gy, STATE, ZIP CODE

X910 |
PREFIX |
TAG l

BUMMARY STATEMENT OF DEFICIENCIES
(EACH DEFICIENCY MUST BE PRECEDED BY FULL
REGULATORY OR LSC IDENTIFYING INFORMATION)

D
PREFIX
TAG

PROVIDER'S PLAN OF CORRECTION
(EACH CORRECTIVEE ACTION SHOULD BE
CROSS-REFERENCED TO THE APPROPRIATE
DEFICIENCY)

compLEE
DATE

H 871 I Continued From page 1

records.

Methodist South, No Deficiencies

Deficlencies

Deficiencies

——

| k. In the basement 3 tables, a screen and a small
metal cart are sitting in the corridor of the medical

Methodist University Hospital, No Deficiencies
. Meﬁodisthnan_town Hospital, No Deficiencies
| Methodist Behavioral Heakh Hospital, No

| Methodist Labonheur Childrans Hospital,

H 871

No

Continued from page 1

g. Supplies were Immediately removed during
the survey,

Unannounced random inspoctions will be
conductad and documented by Safety /
Fadilities Services at least monthiy in this
area fo ensure compliance for the next 3
months. Any deficiencies will be immediately
corrected and in-service training will be
Immediately provided to department
personnel.

h. Emergency lights were replaced .
Testing of the battery powered lights will
accur on a monthiy basis,

1. Doar latch was replaced,

Continue random fire door Inspections and
ensure that all fire doors are included In the
program and not just thosa that are located in
the hallways at fire barriers,

J. Smoke detector was immediately moved on
the day of the inspection,

As we find smoke detectors within 3 feetof g
supply / return diffusers, we will move them.
We aware of this requirement for all new
construction / renovations and will enforce
compllance.

k. All terns were immediately removed from
the corridor during the inspection,
Unannounced random inspections will be
conducted and documented by Safety /
Facilities Services at least monthly in this
area to ensure compliance for the next 3
months. Any deficiencies will be immediataly
correctad and in-service training will be
immediately provided to department
personnel.

11/16/08

|

01/21/08
10117008

h1/16/08

01/16/08

sion of Hea Fa
iTATE FORM

z}

VQ4921

If continuation sheet 2 of 2




STATEMENT OF DEFICIENCIES oatiaweh 25, P015
AND PLAN OF CORRECTION 0 IDENTIIGAT O R ;xza’:f;:eummmucm" ™ CoueLeres 10:2me
TNP531108 8.Wha 01/17/2008 |
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, 6TATE, ZIP CODE
METHODIST HEALTHCARE MEMPHIS Hogpr | 295 UNION AVE SUITE 700
oD | SUMMARY STATEMENT OF DEFICIENCIES 0 PROVIDER'S PLAN OF CORRECTION o)
PREFIX (EAGH DEFICIENCY MUST BE PRECEDED By FULL PREFIX (EAGH CORREGTIVE ACTION SHOULD BE COMPLETE
TAG REGULATORY OR L8C IDENTIFYING INFORMATION) TAG cnossaemn%%g [Egc ng APPROPRIATE DATE
H 732} 1200-8-1-.06 (9)(b) Basic Hospital Functions H732 Basic Hospital Functions
(9) Food and Dietetic Services. ualified Interim Food and Nutrition Jrzzzsfos
rvices Director has been named for
e P e pan thodist Le Bonheur Children's
with respansibility for the dally management of dical Center, Methodist North
the dietary services. The food and dletstic ospital and Methodist South Hospital.
services director ghall be: '
e Food and Nutrition Services
1. Adietitian; or irector job description has been
2. Agraduate of a diststic tachnician or dietetic ' ot auire ane of the following:
ciassmmtntaim b':rtnho American nietetsr:;r ) a graduate of a dietetic technician
Association; or r dietetic assistant training program,
respondenice or classroom,
3. A graduate of a state-approved course that Pproved by the American Dietstic
provided ninety (80) or more hours of classroom ociation; or
instru::ﬂon in loog:ervha Supervision and has ) a graduate of a state-approved
experience as a d service supervisor in a i
heslth care institution with consuhtation from a o:f‘:;?; gfmgmg&%n B
Qualtfied ' service supervision and has
rience as a food service
upervisor in a health care institution
This Rule is not met as evidenced by: th consuitation from a qualified
Based on review of the hospital's food service iatitian.
contract,of licensure regulations, of personnel
files and interviews it was determined the facility : ;
failed to meet livensure qualification requirements ooi: andhl:utﬁhbt;n Sax&e: Di;ecbr
for 3 of 5 facllity Faod Service Directors (Faoilty # ons have been posted an
1, 2, and 3) under the hospital ficense and to cruitment will continue to
follow these State Hospital Reguisitions. rmanently fill the positions.
The findings included:
1. Review of the hospital contract for dietary
services ravealed the followirig documentation
under Article 4 - Compliance with laws:
‘4.1 Compliance. [The food service contract
ivision of Health Care Facilties
TITLE {48) DATE
ABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE
TATE FORM . oLavit i continustion shast 1 of 2
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SU P FrORMURHAER L - 1

STATEMENT OF DERGIENGEES | ) PROVIDERSUPPLERICUA {X2) MULTIPLE CONSTRUCTION 0o e e h 25) 2015
oo TOENTIFIC: s A. BUILDING 20am
TNP531100 5. weea 01/17/2008
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
METHODIST HEALTHCARE MEMPHIS HOsPrT | 1298 UNION AVE SUTE 700
(X4} ID SUMMARY STATEMENT OF DEFICIENCIES I[e] PROVIDER'S PLAN OF CORRECTION o
PRERIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EAGH CORRECTIVE ACTION SHOULD BE COMPLETE
TAG REGULATORY OR LBG IDENTIFYING INFORMATION) TAG GROBS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENGY)
H732| Continued From page 1 H732 |Continued from page 1
company] and the System agree to comply with Ach ,
" eck off sheet will be utilized to
all applicable laws, rules and reguations". ensure that before an individual is
2. Review of personnei files for the Food offered a position as Food and Nutrition
Services Directors at Faciiities 1, 2 and 3, falled Director at any facility in Methodist Le
to show they met the licensure regulations for a Bonheur Healthcare, the above
food service director. quallfications are met and one of the
following is provided to the HR
During an Interview on 1/14/08, at 10:30 AM; the Recruiter and/or Regional Director of
Food S:{&Ilce Director for Facllity #1 confirmed Operations:
he/she did not have the quallfications to meet the i iafiti
i o ure regulation. 2‘ r?’ogr of CDR Registered Dietitian
During an interview on 1/15/08, at 9:30 AM, the ; . T
Food Serk\’vice Dh?;cewrr';or Facility #2 confinmed %g?:’é:;%gg l;\':glstered Dietetic
he/she did not the qualification t !
licensure regulation, d " fomeet the 3) Copy of certificate of graduation from
During an interview on 1/16/08, at 1:30 PM, the a state approved CDM class.
Hospital Clinical Risk Management Director was
unable to provide documentation that the Food There will be three (3) required levels of
Service Directors from Facllity 1, 2 or 3 met these approval for each candidate that Is
Licensure Regulations, chosen for the food and dietetic
services director position at Methodist
Le Bonheur Healthcare:
1) Regional Director of Operations with
Morrison
2) Regional Vice President with
Morrison
3) Methodist Le Bonheur Healthcare
Facility Administrative Liaison or the
Methodist Le Bonheur Healthcare
Facility Human Resource Director.
The dietary department will be included
in the quarterly Human Resource
Department audit. The facility llaison
Director at each facillty will review the
personnel files on an annual basls and
at time of new hire. L
Jivision of Heallh Gare Faclifies
STATE FORM - oLaY 1 ¥oontinustion shest 2.of 2
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LETTERS OF SUPPORT
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STEVE COHEN
O DISTRICT, TENNESSEE

1005 LONGWORTH House QfRce BULDING
WasHNGTON, DG 20515

TELEPHONE: {202) 226-3266
Fax: (202) 226-6663

GLIFFORID DAVIBIODELL HORTON
FroesaL BLILDING
167 Nortit Maik STResT
SuTe 369
Mempris, TN 38103

TELEFHONE: (301) 544-4131
Eax: (801) 544-4329

Uongress of the United States
Hoge of Represeutatives
Washington, BC 20515—~4204

March 17, 2015

SUPPEERWVIENTATL- 1
SUBCOMMITTEES:
COURTE, COMMERCIAL AND

AommisTRATIE LAWIHpdpyc 25401 5

CRIME, TERACRISM, AN
HoMeLANG Slscumwil 0:20am

COMMITTEE ON
TRANSPORTATION AND
INFRASTRUCTURE

SUBLOMMITTEES:
AVIATION

HIGHWAYS AND TRANS(T
WATER RESOURCES AND ENVIRONMENT

www.cohen house.gov

Melanie Hill, Executive Director

Health Services and Development Agency
Andrew Jackson Building, 9" Flocr

502 Deadetick Street

Nashville, TN 37243 -

Dear Ms. Hill:

I am writing this letter in support of the Certificate of Need application required for
approval to renovate and expand the Emergency Room at Methodist South Hospital.

‘When Methodist South first opened in 1973, the ER saw about 35,000 patients each year.
That number has contimued to grow and last year they cared for more than 62,000 patients.
Looking at these numbers, it is imperative that the hospital upgrade and grow so that area
residents can continue to receive the high-quality care that they deserve.

The community will be best served with a state-of-the art facility {o anticipate the
growing demands of an aging population. | request that you approve the new Emergency Room
for Methodist South Hospital. If you need additional information from my office, please feel free
to contact Beanie Self at 901-544-4131.

As always, I remain

Mogt sincerely,

Steve Cohen
Member of Congress

PRINTED 32 MECYCLED FAPER




SUPPLEMENTAL- 1

March 25, 2015

REGINALD TATE .
FINANCE, WAYS AND MEANS 10:20am
STATE SENATOR EBCALREEN
33"° SENATORIAL DISTRICT i
SELECT OVERSIGHT COMMITTEE
MEMBER OF COMMITI'EES %Bn&tg @hamhzr ON BUSINESS TAXES
VICE CHAIR SELECT COMMITTEE ON TENNESSEE
EDUCATION %tatz nf @mmm EDUCATION LOTTERY CORPORATION
COMMERCE COVER TENNESSEE ADVISORY COMMITTEE
NASHVILLE

March 17,2015

Melanie Hil}, Executive Director

Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

Director Hill;

I would like express my support for the Certificate or Need application filed by Methodist South Hospital
to renovate and expand its emergency room.

It has been my experience that Methodist South has a strong commitment to patient safety and quality
care. In order to maintain this high standard, the hospital needs an Emergency Department with
increased capacity for the more than 62,000 patients they treat annually. The new construction would
not only give the hospital a much-needed facelift, but allow the hospital to comfortably accommodate the
current patient volumes.

I strongly urge you to approve the construction of the emergency room at Methodist South Hospital.

Sincerely,

Senator Reginald Tate
Senatorial District 33

320 War Memorial Bullding, Nashvllle, TN 37243
Phone (615) 741-2509 Fax (615)263-0167 Toll Free 1-800-449-8366 Ext. 12609

gen.reqinald.tate@caplitol.tn.gov
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City of G
Memp | AC WiaRron, Iz

TENNESSEE

March 17, 2015

Melanie Hill, Executive Director

Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

On behalf of the City of Memphis, I am pleased to offer my support for the Certificate of Need
application submitted by Methodist South Hospital.

Methodist South has been committed to providing personalize, compassionate and high- quality
care to patients and families. Located in Whitehaven, they have been serving the residents of
south Memphis and the surrounding area for more than 40 years. This expansion is very much
needed to allow staff to efficiently care for the more than 62,000 patients treated in the
Emergency Department each year.

I strongly encourage you to approve Methodist South’s Certificate of Need application.

Sincerely,

Suite 700 « 125 N. Main Street - Memphis, Tennessée 38103-2078 « (901) 576-6000 » FAX (901) 576-6018




SUPPLEMENTAL-

@ 1 "| March 25, 201
1 vy HAROLD B. COLLINS 10:20a
i Council Member - District 3
Memphis e

TENNESSEE

March 18, 2015

Melanie Hill, Executive Director

State of Tennessee

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, TN 37243

Dear Ms. Hill:

As a member of the Memphis City Council, I would like to offer my support for the
expansion and renovation of the Emergency Room at Methodist South Hospital.

The hospital was built more than 40 years ago and has experienced intense volume
growth, including the number of people served in the Emergency Department. Renovating and
expanding the ER is timely and necessary in order to continue to serve the Whitehaven and
surrounding communities with excellent medical care.

" I support this pi"'oj'cct and hope that the State of Tennessee Health Services and
Development Agency approves Methodist South’s Certificate of Need application.

7/ el

Harold Collins
Memphis City Council
Dlstnct 3

Suite 514 * 125 North Main Street » Meriphis, Tennessee 38103-2086 * (901) 576-6786




‘ SUPPLEMENTAL- 1

March 25, 2015
10:20am

AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF _ SHELBY

\J O Q:l' Q, . I}I J6 C OV YY) being first duly sworn, says that he/she is the applicant nam ed
in this application or his/her la#v ful agent, that this project will be com pleted in accordance with the
application, that the applicant has read the directions to this application, the T ennessee Health Services
and Development Agency and T. C.A. § 68-11-1601, et seq., and that the responses to questions in this
application or any other questions deem  ed appropriate by the Tennessee Health Services and
Development Agency are true and complete.

§ W’?Z/: SW// 0 /7////?/"/;74/ 2 //,

Signature/Title /2{?’,{,{?}’. ¢ /
&=

Public in and for the County of 5 , State of Tennessee.

Sworn to and subscribed beform' the 9\"{ day nf%qm , 20 l_5, a Notary
{
0 .

-‘.-lu."

-. .n‘ ......... .:9 “

C : i SEF]E "S;-, Y

¢ i TEMMESsee i ¢

Toy NOBRY ., <

NOTARY PUBLIC "é_.' % ke y % 3
MH_2a9-5 G s 82

My Cominission expires = 7 -15. Qé;_‘?: OF Sten v

HF-0056
Revised 7/02 - All forms prior to this date are obsolete
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Methodist South Hospital
CN1503-008



%

Methodist.

Healthcare

March 27, 2015

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building
502 Deaderick Street, 9
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare, centered in Shelby County, is one of Tennessee’s largest
healthcare providers. Methodist Healthcare’s principal acute care subsidiary
organization is Methodist Healthcare--Memphis Hospitals that owns and operates
five Shelby County hospitals, including Methodist South, the applicant for this
notice. Methodist South Hospital is the acute care hospital centered in the
Whitehaven community in South Memphis. Methodist South is filing a Certificate
of Need CN1503-008 for the renovation and expansion of the Emergency
Department on the hospital campus.

Enclosed in triplicate are the responses to the second round of supplemental
questions for CN1503-008 and the affidavit with original signature. Please let us
know if you have any questions or need additional information.
Sincerely,
‘ ' /
Carel \Muoung{%“

Carol Weidenhoffer
Senior Directar of Planning, Research & Development

Cc: Bryon Trauger

1407 Union Avenue, Suite 300 » Memphis, Tennessee 38104 » www.methodisthealth.org



AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF __ SHELBY

I RMNES 7\_)5 brrigsed , being first duly sworn, says that he/she is the applicant nam ed
in this application or his/her law ful agent, that this project will be com pleted in accordance with the
application, that the applicant has read the directions to this application, the T ennessee Health Services
and Development Agency and T. C.A. § 68-11-1601, et seq., and that the responses to questions in this
application or any other questions deem  ed appropriate by the Tennessee Health Services and
Development Agency are true and complete.

%X wf/&?() Mol Sody Posp!

Signature/Title

Sworn to and subscribed before me this the o/ ﬂday of PH 40 A , 20 /57a Notary
Public in and for the County of il 7 %C‘ , State of Tennessee.

'.QI-" .'.'-49 %
NOTARY PUBLIC s o STATE WO .

My Commission expires 2Affa/ i

HF-0056
Revised 7/02 - All forms prior to this date are obsolete



STATE OF TENNESSEE

COUNTY OF _ SHELBY

AFFIDAVIT

AAames /)aé/n Son

, being first duly sworn, says that he/she is the applicant nam ed

in this application or his/her law ful agent, that this project will be com pleted in accordance with the
application, that the applicant has read the directions to this application, the T ennessee Health Services
and Development Agency and T. C.A. § 68-11-1601, et seq., and that the responses to questions in this

application or any other questions deem
Development Agency are true and complete.

ed appropriate by the Tennessee Health Services and

VT svelso Avboic G ]
2 e 7

Signature/Title

Swom to and subscribed before me this the 27 >’4day of ascbh .20 /.S a Notary
Public in and for the County of % A , State of Tennessee.

qu,é’. sl

NOTARY PUBLIC

My Commission expires ‘77( /s él,/ /g

HF-0056

Revised 7/02 - All forms prior to this date are obsolete



METHODIST HEALTHCARE—
MEMPHIS HOSPITALS

METHODIST SOUTH HOSPITAL

CN1503-008
CERTIFICATE OF NEED APPLICATION

TO RENOVATE AND EXPAND THE
EMERGENCY DEPARTMENT

MEMPHIS, SHELBY COUNTY
Filed March 2015



1. Section B, Project Description, Item IL.A

The response with revised table is noted. In terms of the planning range
used in determining capacity noted by the applicant, it appears the
hospital’s historical utilization may have reached approximately 100% of the
63,529 total capacity noted (adjusted for higher acuities) during the most
recent 2 years. Also, with projected utilization at 100% of capacity, what
consideration was given for adding more rooms in lieu of remaining at the
current 37 total rooms being proposed?

Dur'mcig project planning, Methodist South leaders and design partners
considered adding more rooms to address workflow issues. An initial design
added up to ten rooms and almost doubled the costs. These initial estimates
made the project too costly. The Methodist mission is to be a leader in high
quality and cost effective care. In today’s cost-conscious healthcare
environment, fiscally responsible decisions are a key to delivering value to
patients, payers, angly employers.

Consequently, the hospital leaders and design team researched innovative
options to improve throughput while staying within budget, maintaining
quality care, and improving patient experience and privacy. One such plan for

1e proposed project is the results waiting room or as it is referred to in the
articles referenced below “results pending”. The addition of the results
pending areas and the efficiencies gained from relocating the fast track into
conii%uous space will provide the ED staff with the capacity needed to treat
60,000+ visits annually.

Using a “results pendinF” area has been proven to effectively improve patient
flow or as the article calls it middle-flow which is the time from examination
to disposition. “By operationalizing a ‘results pending’ area, low-acuity
patients who are unlikely to be admitted can await diagnostic results or be
actively monitored by a dedicated nurse, ED rooms and beds may be reserved
for higher acuity patients” (Esbenshade, 2015, p. 58). The following excerpt
from a recent Advanced Emergency Nursing Journal article is an example of how
another emergency department benefited from the model:

Before implementing a results pending model, the ED at St. John's
Hospital, affiliated with the HealthEast Care System in Maplewood, MN
(annual volume 39,000 ED patients), was ranked below the 50th percentile
by patients on most measures of care by its patient satisfaction vendor as
compared with peer organizations. “Left without seen” patients were well
above the national average at 4.5%, and length of stay was high at an
average of 259 min. ... After 19 months of utilizing a results pending area,
St. John's Hospital reduced door-to-provider time from 51 to 32 min, door-
to-bed time from 47 to 19 min, and left without seen patients by 2.3%, for a
total left without seen rate below the 1.8 national average of just 1.25%.
Length of stay has been reduced from an average of 259 to 198 min.”
(Esbenshade, 2015, p. 60)

Esbenshade. A. (2015, January). Making the Middle Count: Three Tools to Improve
Throughput for a Better Patient Experience. Retrieved March 27, 2015, from
http://www.ncbi.nlm.nih.gov/pme/articles/PMC4323556/

1



2. Section C, Need, Item 1 (Project Specific Criteria)
[tem 3.a. (Demand for Project):
The response pertaining to diversions is noted. Please also complete the
table below to help illustrate demand by comparing the applicant’s average
utilization per ED room to the utilization of the other hospitals noted in the
table on page 23 of the application.

Please note also that the comparison should include how the average
utilization compared to the American College of Emergency Physicians
general industry standard of 1,500 visits per ED room in 2013.

The chart below illustrates the need for this project from a market perspective.
As noted previously, Methodist considered industry standards as well as cost,
quality, and patient and family centered care.

ED visits in Shelby County hospitals grew 19% (85,553) from 2010 to 2013. The
Methodist system outpaced market growth at 21% (52,824) or 20% (41,483)
excluding Le Bonheur Children’s Hospital which is the only Level 1 pediatric
trauma center in the market. In 2010, visits at Methodist South were at the
ﬂlloted industry average at 55,500 (37%1,500). Visits grew by 12% (6,778) over

e next three years driving the comparison to 112% of the ACEP industry
average.

It is important to note that all hospitals contributed to the growth and there
were none that saw a decline. The growth of 85,553 visits is significant in that
it is more than double the 2010 average visit per facility of 41,777 - thus
equating the market growth to the size of adding two ED’s.

2



SHELBY COUNTY SERVICE AREA
EMERGENCY DEPARTMENT VISITS AND ROOMS, 2010-2013

Hospital ED Actual | Actual | Actual | Actual % Average % of
Rooms 2010 2011 2012 2013 Change | 2013 ED | 1500/bed
visits per ACEP
room std*
Methodist University* 38 54,765 56,725 60,902 62,587 14% 1,647 110%
Methodist South 37 55,522 59,346 62,659 62,300 12% 1,684 112%
Methodist North 43 53,336 59,726 66,862 69,062 29% 1,606 107 %
Methodist Germantown 38 43,757 48,109 53,937 54,914 25% 1,445 96%
Le Bonheur Children’s 60 44,017 48,128 51,300 55,358 26% 923 62%
Methodist Subtotal 216 251,397 | 272,034 | 295,660 | 304,221 21% 1,408 94%
Regional One (formerly . o
Regional Medical Center) 51 47,669 45,189 48,985 55,963 17% 1,097 73%
Baptist-Memphis* 52 56,862 56,862 58,333 60,274 6% 1,159 77%
Baptist-Collierville 13 16,104 16,602 17,735 16,714 4% 1,286 86%
St. Francis-Park 38 37,223 39,853 42,198 44,856 21% 1,180 79%
St. Francis-Bartlett 30 29,666 31,353 36,561 36,616 23% 1,221 81%
Delta Medical Center 13 20,629 24,350 24,385 26,459 28% 2,035 136%
Other Subtotal 197 208,153 | 214,209 | 228,197 | 240,882 16% 1,223 82%
ﬁ:ll(zhelby County 113 | 459,550 | 486,243 | 523,857 | 545103 | 19% 1,320 88%
e Sun Suekage 41,777 | 44204 | 47,623 | 49,555
Visits per Facility

Sources: Tennessee Joint Annual Reports for ED visits 2010-2013; Methodist beds from internal sources,
Regional One, St. Francis, Baptist Collierville and Delta beds from sources at each hospital, Baptist Memphis
beds from CN1211-058 excluding new pediatric beds opened at Baptist Women's in 2014.

¢ Note: Methodist University and Baptist Memphis exclude ED beds opened in 2014-2015 since they are
not applicable to 2013 volumes. Methodist University opened a new relocated ED with 56 ED beds on
September 2014. Baptist Women’'s CN1211-058 states there will be 60 ED treatment areas upon project
completion between Baptist Memphis and Baptist Women’s. The Baptist Women's pediatric ED
opened early 2015.

As the chart shows, Methodist facilities have some of the busiest EDs in the
service area. FEach of the EDs within Methodist Healthcare-Memphis
Hospitals treated approximately 55,000 visits in 2013 (94% of ACEP standard).
Please note the three inner city EDs treated over 60,000 (all 100%+ of ACEP
standard) including Methodist South being the second highest in the market at
112% of ACEP standard.




3. Outstanding Certificate of Need Project Updates

The response with brief updates is noted. HSDA staff appreciates the efforts to
provide the Annual Project reports requested.

Please see Attachment 3 for Annual Progress Reports for Methodist
outstanding projects.



ATTACHMENT 3
PROGRESS REPORTS
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STATE OF TENNESSEE

HEALTH SERVICES AND DEVELOPMENT AGENCY
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, TN 37243
615/741-2364

ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: Methodist Healthcare—University Hospital — Replacement Emergency Department
Certificate of Need #: CN1208-041
Legal Owner: Methodist Healthcare - Memphis Hospitals Approval Date: November 14, 2012

Expiration Date: January 1, 2016
Project Description:
This project is for the replacement of the Emergency Department (ED) and relocation of the ED within
the hospital’s campus at 1265 Union Avenue, Memphis, TN 38104. The project is the construction of a
replacement ED and renovation of existing space. The project will replace an existing CT.

***PLEASE SUBMIT EVIDENCE TO SUPPORT EACH ANSWER****
In a brief narrative, please describe the current stage of completion for the project (use another sheet of paper if
necessary). Please note that this report will not be considered complete without this information.

The ED opened in September 2014 and has been operational in the new building since that time.
There remains some external work to complete the total project. The construction company has
finished with the brick work to close the end of the Crews wing and install the hand rails and
landscaping in this area. The completion of the circle adjacent to the new ED is the last phase of
work. In the next month, we anticipate the asphalt work in the circle will be complete. The final report
will be filed within the next sixty days.

A. CONSTRUCTION PROJECTS

1. Anticipated date of project completion. April 2015
2. Provide written confirmation from the contractor documenting the stage of construction at the current time.

If proposed construction costs have increased over ten (10%) percent please provide information as an
attachment to this form. Please note that such an overrun could require additional action before the
Agency. Not Applicable - there are no cost overruns projected for this project.



B. NON-CONSTRUCTION PROJECTS

1. Anticipated date of service implementation, acquisition or operation of the facility or equipment as certified.

2. Provide written confirmation from the institutional representative verifying the occupancy/opening date for

the servic:yent. or facility.
Wﬁ/ W March 27, 2015
g

nature bf' Authorized Agent or Chief Operating Officer Date

HSDA-0054 (Revised 11/18/2010 — Al forms prior to this date are obsolete)



STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY

Andrew Jackson Building, 9™ Floor
502 Deaderick Street
Nashville, TN 37243

615/741-2364

ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: Methodist Healthcare —~ Memphis Hospitals - West Cancer Center
Certificate of Need #: CN1311-043
Legal Owner: Methodist Healthcare - Memphis Hospitals Approval Date: February 26, 2014

Expiration Date: April 1, 2017
Project Description:

The project is to establish a comprehensive cancer center, to relocate linear accelerator, PET/CT, MRI
and CT services and equipment, to replace the MRI equipment, to acquire an additional linear
accelerator and to establish ambulatory operating rooms. The facility will be located at 7945 Wolf River
Boulevard, Germantown, TN 38138 and will be operated as an outpatient department of Methodist
Healthcare — Memphis Hospitals under the name WEST CANCER CENTER. The project includes a full
array of cancer services and programs.

****PLEASE SUBMIT EVIDENCE TO SUPPORT EACH ANSWER****
In a brief narrative, please describe the current stage of completion for the project (use another sheet of paper
if necessary). Please note that this report will not be considered complete without this information.

Phase 1 work has been completed with this project. Phase 1 is renovation of the non-clinical office
area in the existing building. Work toward the Phase 2 construction has begun including the new
construction of the linear accelerator vauits as well as the site work for a new parking deck. Interior
renovation work is currently underway on the east side of the building on all three levels. The first
phased occupancy of the interior renovation work is planned for July 2015.

A. CONSTRUCTION PROJECTS

Anticipated date of project completion. December 2015
Provide written confirmation from the contractor documenting the stage of construction at the current time.

If proposed construction costs have increased over ten (10%) percent please provide information as an
attachment to this form. Please note that such an overrun could require additional action before the
Agency. Not Applicable — there are no cost overruns projected for this project.
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B. NON-CONSTRUCTION PROJECTS

1. Anticipated date of service impleméntation, acquisition or operation of the facility or equipment as certified,

2. Provide written confirmation from the institutional representative verifying the occupancyfopening date for
the service, equipment, or facility.

_March 27, 2015

Signature of-Authorized Agent or Chief Operating Officer Date

HSDA-0054 (Revised 11/18/2010 ~ All forms prior to this date are obsolete}



STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY

Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, TN 37243

615/741-2364

ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: Le Bonheur Children’s Hospital — Pediatric Outpatient Center
Certificate of Need #: CN1311-042
Legal Owner: Methodist Healthcare - Memphis Hospitals Approval Date: February 26, 2014

Expiration Date: April 1, 2017
Project Description:
The project is to establish a pediatric outpatient center and to initiate and acquire new MRI! and CT
services and equipment. The facility will be located at 100 North Humphreys Boulevard, Memphis, TN
38120 and will be operated as an outpatient department of Le Bonheur Children’s Hospital.

****PLEASE SUBMIT EVIDENCE TO SUPPORT EACH ANSWER****
In a brief narrative, please describe the current stage of completion for the project (use another sheet of paper
if necessary). Please note that this report will not be considered complete without this information.

Phase | has been completed and approved by the Tennessee Department of Health, and we are
planning on seeing patients in the space soon. Phase | is approximately 10,000 square feet of
renovated space on the second floor of the building. Work will be stopped until the November 2015
relocation of the West Clinic to their new location on Wolf River. At that point renovation of the
remainder of the building will commence. The West Clinic project (CN1311-043) was approved at the
same time. The West Clinic is relocating to a new location and Le Bonheur is backfilling the old office
space with the outpatient center.

A. CONSTRUCTION PROJECTS

1. Anticipated date of project completion. July 2016
Provide written confirmation from the contractor documenting the stage of construction at the current time.

If proposed construction costs have increased over ten (10%) percent please provide information as an
attachment to this form. Please note that such an overrun could require additional action before the
Agency. Not Applicable — there are no cost overruns projected for this project.

10



B. NON-CONSTRUCTION PROJECTS

(%
1. Anticipated date of service implementation, acquisition or operation of the facility or equipment as certified.

2. Provide written confirmation from the institutional representative verifying the occupancy/opening date for
the service, equipment, or facility.

W ___March27,2015_

Signature of Authorized Agent or Chief Operating Officer Date

HSDA-0054 (Revised 11/18/2010 — All forms prior to this date are obsolete)
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

March 18, 2015

Carol Weidenhoffer

Senior Director of Planning, Research and Development
Methodist LeBonheur Healthcare

1407 Union Avenue, Suite 300

Memphis, TN 38104

RE: Certificate of Need Application CN1501-008
Methodist Healthcare — Memphis Hospitals d/b/a Methodist South Hospital
Emergency Department Renovation and Expansion

Dear Ms. Weidenhoffer:;

This will acknowledge our March 13. 2015 receipt of your application for a Certificate of
Need for the renovation and expansion of Methodist South Hospital’s Emergency Department
on the hospital campus at 1300 Wesley Drive, Memphis, TN 38116.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be
deemed complete and the review cycle begun until all questions have been answered and
furnished to this office.

Please submit responses in triplicate by 4PM, March 25, 2015. If the supplemental
information requested in this letter is not submitted by or before this time, then consideration
of this application may be delayed into a later review cycle.

1. Section A, Item 9
As noted by the applicant, the applicant is one of five primary hospitals whose 156
licensed beds are included in the 1,583 bed combined license of Methodist
Healthcare-Memphis Hospitals. Please also provide a bed complement table the
breakout by service for all combined licensed beds of the parent organization.

2. Section B, Project Description Item II.A
The Square Footage Chart is noted. To complement the description and chart,
please complete the table below showing a breakout of the 37 acute and non-
acute/fast track rooms as described in this section (Item 2, page 8) and Section C
(Item 1, pages 16-18). Please also include approximate size in square feet at project
completion. Note: the table below is provided for convenience only — please feel



EXHIBIT 1

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year ~ Year__
Il $ $

2.

3.

4.

5.

6.

e

Total Other Expenses $ $




Ms. Carol Weidenhoffer
March 19, 2015

Page 2
Jree to alter it as appropriate to reflect the types of rooms noted in the project
description.
Type Room/Station Main ED ED New Maximum
Addition Capacity at
Project
Completion
Exam Rooms
Trauma/ Resuscitation
Rooms
Observation Rooms
Security Hold*
Chest Pain Center
Fast Track
Other (Specify)
Total Treatment
Spaces
*HSDA staff was unsure whether or not Security Hold Rooms are included in the
project? Please confirm.
Are there designated areas for mobile crisis staff to conduct assessments and law
enforcement personnel?
In addition to the detailed description on pages 8 and 9, please also briefly describe the
project’s impact on improved access to supporting services such as medical imaging
and laboratory. Please feel free to use the table below as a suggested visual.
Department Services Location of Rooms/
Equipment
Medical Imaging CT, MRI, XRay On hospital campus
Laboratory Tests  performed by | ED dedicated lab

nursing staff in ED’s | Lab on hospital campus
dedicated lab; other tests
by lab personnel at
hospital lab

It appears that the project could increase hospital admissions as a result of increased
ED volumes. If so, what plans does the applicant have to increase surgical capacity
and expand available operating rooms?



Ms. Carol Weidenhoffer
March 19, 2015

Page 3

The applicant provides a comparison on page 10 of the project cost to other major
construction projects of facilities in Shelby County. Please also compare the project
cost to the HSDA construction cost ranges (1% quartile, median, 31 quartile) available
on the HSDA website.

3. Section B, Project Description, Item III. (Plot Plan)

The floor plan of the ED showing patient areas, ambulance conveyance,
relationship to the existing hospital and MOB, and parking is noted. Please outline
or highlight the ED area contained in the existing hospital area of the plot plan.

. Section C, Need, Item 1 (Project Specific Criteria)

Item 3.a. (Demand for Project):

The key factors justifying the need for the project, including age of the ED, 80%
increase in utilization since 2006 and space constraints, are noted. On average over
the most recent 12-months, how many days was the existing ED at maximum
capacity resulting in ambulance diversions to other hospital EDs close to Methodist
South Hospital?

. Section C, Need, Item 6

Please complete the following table to complement the ED Visit Utilization Table
provided on page 24 of the application. In your response, please provide a legend
that defines each acuity or severity level shown in the table

Acuity Actual | Actual | Actual | Actual Actual Maximum Projected | Projected
Level 2010 | 2011 2012 2013 2014 Visit 2017 2018
Capacity at
Project
Completion
Level I
Level II
Level III
Level IV
Level V
Total
Annual
Growth
rate

Of the patients whose visits fall within the severity levels noted in the table, what
percentage typically are admitted as inpatients and what percentage of ER patients are
typically admitted for observation?



Ms. Carol Weidenhoffer
March 19, 2015

Page 4

What percentage of total admissions were generated through the Emergency
Department for the hospital’s most recent calendar year period?

In addition to the information provided on page 20 of the application, it would be
helpful to have an appreciation of utilization in 2013 by zipcode by severity (Levels 1-
V) by completing the table below using data from internal hospital discharge data base
or other reliable sources known to the applicant. As a suggestion, the applicant may
want to limit the data to the “Top 5 Shelby County zipcodes that accounted for
approximately 80% of total ED visits in 2014.

Hospital ED Visits by Patients of 5 Top Zipcodes in PSA, 2013

Zipcode

Level 1
CPT
99281

Level 2
CPT
99282

Level 3
CPT
99283

Level 4
CPT
99284

Level 5
CPT
99285

Visits
Residents
of Top 5

Zipcodes

38109
38116
38106
38118
38114
Other
Shelby
County
Total

6. Section C, Economic Feasibility, Item 1 (Project Costs Chart)
Please identify the amounts in the Project Costs Chart that total to the $5,720,058
construction cost shown in the Square Footage Chart on page 10 of the application.

Line 9 contains $125,000 for “cost of movements to keep ED operating during
construction”. Please briefly describe what this entails in terms of the phasing of the
project and the use of other existing space on a temporary basis, such as space
adjacent to the main ED that may be available during construction activity.

The March 9, 2015 letter from the architect is noted. Please identify the name(s) of
the primary guidelines that might specifically apply to ED projects of this type.

7. Section C Economic Feasibility Item 4 ( Historical Data Chart)
The chart for the parent organization is noted. Review of the Combined Statements
of Operation revealed what appears to be total net revenues of $1,582,295,000 for
the period ending January 2013 in lieu of $1,422,599,000 shown in the Historical
Data Chart. Please briefly describe what accounts for the difference.



Ms. Carol Weidenhoffer
March 19, 2015

Page 5

10.

11.

Additional, the $125,834,000 amount shown in Income Statement on page 73 of the
application appears to be significantly lower than the financial results for fiscal year
2013. Please clarify.

Please also provide a Historical Data Chart for the Emergency Department.

Section C, Economic Feasibility, Item 4 (Projected Data Chart)

The base salary amount for the 117 full time equivalent (FTE) positions
classifications provided for the Emergency Department on page 35 amounts to an
annual salary and wage cost of approximately $5.1 million. Even if adjusted for
benefits, the amount is significantly lower than the $29,156,000 budgeted for Year
1 in Salaries and Wages (Line D.1) of the chart. Please clarify how the amounts in
the chart were determined.

Please provide amounts to provide more detail for the “Other Expenses” of the
Projected Data Chart. Please identify same on the HSDA template provided as
Exhibit 1 at the end of this questionnaire.

Section C, Economic Feasibility, Item 6 (Charges)

Please provide definitions of each of the five Levels of Acuity. As a suggestion,
please also identify the key CPT codes that apply to each level e.g. those CPT
codes that fall in the range of 99281-99285.

Section C, Contribution to the Orderly Development of Health Care, Item 7.d

The copy of the most recent Joint Commission 2013 survey report and verification
letters for TN Department of Health survey in 2008 are noted. Is there a copy of
same noting deficiencies/plan of correction that applies specifically to Methodist
South Hospital?

Outstanding Certificate of Need Project Updates

As recently requested by HSDA staff, annual progress reports are due by April 1,
2015 for a) LeBonheur Children’s Hospital, CN1311-042A and b)
West Cancer Center, CN1311-043A.

If possible, please provide a copy of the Annual Project Reports for these projects.
Otherwise, please provide a brief, 2-3 sentence update for the response to this
question.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an
application is not deemed complete within sixty (60) days after written notification
is given to the applicant by the agency staff that the application is deemed
incomplete, the application shall be deemed void." For this application the
sixtieth (60™) day after written notification is May 20, 2015. If this application
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Ms. Carol Weidenhoffer
March 19, 2015

Page 6

is not deemed complete by this date, the application will be deemed void,
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet
this deadline will result in the application being considered withdrawn and returned
to the contact person. Re-submittal of the application must be accomplished in
accordance with Rule 0720-10-.03 and requires an additional filing fee." Please
note that supplemental information must be submitted timely for the application to
be deemed complete prior to the beginning date of the review cycle which the
applicant intends to enter, even if that time is less than the sixty (60) days allowed
by the statute. The supplemental information must be submitted with the enclosed
affidavit, which shall be executed and notarized; please attach the notarized
affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the
first day of the month after the application has been deemed complete by the staff of the
Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 5 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter

of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported to
the Executive Director and a written summary of such communication shall be
made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant

and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the certificate of need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited.

Should you have any questions or require additional information, please contact this
office.

VZ60 F

Sincerely,
Jeff Grimm
Health Examiner



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.th.gov/hsda Phone: 615-741-2364  Fax: 615-741-9884

March 27, 2015

Carol Weidenhoffer

Senior Director of Planning, Research and Development
Methodist LeBonheur Healthcare

1407 Union Avenue, Suite 300

Memphis, TN 38104

RE:  Certificate of Need Application CN1501-008
Methodist Healthcare - Memphis Hospitals d/b/a Methodist South Hospital
Emergency Department Renovation and Expansion

Dear Ms. Weidenhoffer:

This will acknowledge our March 25, 2015 receipt of your supplemental response pertaining to
your application for a Certificate of Need for the renovation and expansion of Methodist South
Hospital’s Emergency Department on the hospital campus at 1300 Wesley Drive, Memphis, TN
38116.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be
deemed complete and the review cycle begun until all questions have been answered and
furnished to this office.

Please submit responses in triplicate by 4PM, March 30, 2015. If the supplemental information
requested in this letter is not submitted by or before this time, then consideration of this
application may be delayed into a later review cycle.

1. Section B, Project Description, Item IL.A

The response with revised table is noted. In terms of the planning range used in
determining capacity noted by the applicant, it appears the hospital’s historical
utilization may have reached approximately 100% of the 63,529 total capacity noted
(adjusted for higher acuities) during the most recent 2 years. Also, with projected
utilization at 100% of capacity, what consideration was given for adding more rooms
in lieu of remaining at the current 37 total rooms being proposed?

2. Section C, Need, Item 1 (Project Specific Criteria)
Item 3.a. (Demand for Project):
The response pertaining to diversions is noted. Please also complete the table below
to help illustrate demand by comparing the applicant’s average utilization per ED
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room to the utilization of the other hospitals noted in the table on page 23 of the
application.

Please note also that the comparison should include how the average utilization
compared to the American College of Emergency Physicians general industry
standard of 1,500 visits per ED room in 2013.

Hospital ED Actual | Actual | Actual | Actual % Average | as a %of

Rooms | 2010 2011 2012 2013 Change | ED visits 1500

perroom | ACEP
2013 standard

*

3. Outstanding Certificate of Need Project Updates

The response with brief updates is noted. HSDA staff appreciates the efforts to
provide the Annual Project reports requested.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth (60%) day after written notification is May 20, 2015. If this
application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person.
Re-submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit,
which shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 368-11-1607(d):
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(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please contact this
office.

Since %/'

Health Examiner
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